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ECONOMICS IN A TIME OF CHANGE 


Presidential Address, Fifty-third Annual Meeting of the American Economic Association, 
New Orleans, Louisiana, December 27, 1940 


In periods of war and revolution scholarship is not immune to the forces 
it affect human events. There is a tradition—-an honorable tradition—of 
ntific aloofness, of exclusive concern with the affairs of the mind and 
spirit at such times, but it is a tradition difficult to keep alive in an era 
of total war. As individual human beings, of course, scholars feel the 
weight of conflict. Many are affected as disciples of arts that have important 
uses in the prosecution of war. Most immediate is the impact of revolu- 

nary war on social scientists, for the very subject matter of their disci- 
plines may be altered under the stress of profound civil disturbance. Not 
least is economics involved in such changes. The full violence of the present 
disorders has perhaps not yet been experienced by our science, but it needs 
no prophet to suggest that the effects will be far-reaching and enduring. 

Some of these effects we have already felt. Abroad, in regions where 
freedom of economic thought has long prevailed, we have seen economics 
reduced to a subservient art. Our colleagues have been silenced. The great 
economic journals of continental Europe are dead. Throughout the world 
opportunity for objective study has been seriously impaire d, at a time when 
t is sorely needed. But these are not the only reasons for disquiet. If we 
face the realities of economic life, and set against these realities our theories, 

t analytical tools, our ability to devise and direct instruments of control, 

must confess to inadequacy. Our needs outrun our means of under- 

ling. In his presidential address five years ago Maurice Clark said that 
mood of our generation of economists is one of doubtful potency in 
face of a great crisis. That mood has not been relieved, certainly, by 
lessening of the crisis since he spoke. 

Chis feeling stands in sharp contrast to that of our nineteenth-century 
predecessors. Except for a few troubled spirits, these economists felt at 
home in a mastered world. The institutional framework had been set. The 
essential nature of economic processes, tending eternally toward equilibrium 
in this enduring framework, had been established. The form and central 
substance of organized economic knowledge seemed to have been defined. 

[ do not imply that complacency dominated the thinking of these men. 
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Their belief was a reflection of the Victorian confidence that certain ultimate 
values in life had been grasped and cast into institutional molds that would 
endure. Indeed, it was expected that with the diffusion of western culture 
these institutions would spread, and that economic principles based on them 
would apply with increasing validity to a world economic order. 

These hopes have not been realized. The institutions of whose endurin 
value men were so assured seventy-five years ago have been challenged, and 
have lost ground. The course of development that seemed so clearly de- 
lineated has been reversed. The world to which the principles of nineteenth- 
century economics seemed so appropriate has found its borders steadily 
restricted. 

Today emotion, prejudice and narrow nationalism speak in the name of 
economics in centers we used to respect. An oppressing sense of inadequacy 
troubles us in the face of domestic emergencies. When we face these facts 
it is inevitable that we should be concerned as to where we stand and 
where we are going, as to the objectives, procedures, and prospects of our 
discipline. Tonight, exercising the freedom that goes with this occasion, 
I venture to indulge in some reflections on the present state of economics, 
to discuss some of the reasons for current difficulties, and to touch on certain 
of the responsibilities confronting us today. 

I have suggested that we cannot today feel at home in an orderly world. 
The reasons for this are not to be found in the immediate crisis alone. A 
shift of attention, in economics, from systems and laws to facts and events 
antedates this crisis. In some degree our present disquiet is a result of this 
shift. There are times in every field of thought when system-building pre- 
dominates. There have been periods in the social sciences when the working 
out of general laws was the chief concern of students, when men were 
content to sit on the heights of speculation with little regard to particulars, 
when the processes of social life were of primary interest as manifestations 
of moral principles or of a natural order of things. But intellectual climates 
change. The aesthetic urge that leads men to seek unity in mental constructs 
at the expense of conformity to reality ceases to dominate thought, and 
curious minds turn again to the observation and understanding of phe- 
nomena. 

The causes of these swings, which are discernible in the history of eco- 
nomics as in the history of other disciplines, are in some degree obscure. 
Just why the pallid introspection of scholasticism gave place, in time, to the 
fresh, eager interest in life of the Elizabethans, I do not know. Great op- 
portunities and emergent needs growing out of urgent pressures doubtless 
played a part. 

Such opportunities and such needs, combined with a great advance in 
the power and scope of observation, have helped to direct economists of 
our generation to a more searching and more comprehensive scrutiny -of 
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economic phenomena. Under this scrutiny there has been revealed, not 
an economic universe of simple and relatively unchanging attributes, but a 
world bristling with variation and pulsing with change. This revelation 
makes, I think, for health in our discipline, and is promising for the 
ultimate future. But it does not make for a sense of complete adequacy, 
when we set our tools of thought against the tangled confusions of economic 
reality. 
Shifts over time are a phase of the complexity we face when we center 
attention on phenomena. Such shifts are always occurring. Our present 
troubles in seeking to understand and interpret economic life are intensi- 
fied by revolutionary alterations in economic institutions and processes. 
After a long century of relative order, comparative security and slow secular 
modification of the ways of social life, these ways are now being swiftly 
tered. Social habits and political systems which to the preceding generation 
med virtually immutable are, fo: millions, subject to over-night trans- 
‘mation. The slow tempo of evolution, in terms of which our fathers 
thought of social change, appears to have given way to short-order re- 
struction of the systems by which.men live. Of course, this sense of rapid 
nge is in some degree illusory. Staggered by the dizzy pace of life in 
world of headlines and radios we lose sight of the more enduring 
features of the real world. When time brings a truer perspective, the actual 
\difications of institutions and ways of living will perhaps appear less 
revolutionary. But with due allowance for illusion, we may ext <¢ the 
events of recent months and years to affect us profoundly. 
Economic change, striking national and world economies with uneven 
incidence, produces a welter of discrepant forms. This is true even in our 
wn relatively sheltered state. Domestically we have a complex mixture of 


lated enterprise, closely controlled enterprise and publicly administered 
enterprise struggling toward mutual adjustment and harmonious interwork- 
ing. The competitive elements of contemporary economic life have not 
been effectively integrated with the regulated and controlled elements. 
There result diversity in administrative forms and friction in the relations 
among economic elements. These make more difficult the task of under- 
tanding. 

In the international sphere disturbances have been more pronounced. 
Even before the most recent breakdown, international economic relations 

te sharply at variance with the ideal of a free world economy. Today 


ttle meaning in an era of economic autarchy, with such trade as is not on 
a barter basis hedged about by a host of restrictions. The body of economic 
loctrine dealing with the international movements of goods and means of 


payment when commerce is unfettered—one of the truly impressive crea- 


| ments in our economy, with units of private enterprise, partially reg- 
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tions of economic thought—has slight relevance to these conditions. It js 
true, of course, that a world economic order built on other bases than the 
law of comparative costs is possible. The hand of totalitarian control can 
dig new trade channels and bring orderliness of a kind into international 
relations. But while we wait upon the restoration of the old order, or the 
contrivance of a new one, we face a disorganized world economy and a 
great impairment of productive power. 

Alteration of the conditions of economic life may go further than 
structural modification. Continuity that is manifest in the persistence of 
patterns of change is as necessary to organized economic knowledge as is 
orderliness of structure. Patterns of secular development and of cyclical 
movements are examples of orderliness in change, even though they be 
overlaid with a screen of variation. Here, as elsewhere, continuity is im- 
pressed on economic activities by enduring institutions, by technological 
necessities, by the persistence of consumption habits among large popula- 
tions, and by many other factors. But continuity in human affairs is always 
imperfect. Time brings changes in institutions, in technologies, even in the 
behavior of consumers. The profound and rapid shifts of recent years have 
intensified such disruptions. They have broken the chain of secular evolu- 
tion, heightened variation in patterns of cyclical change, and altered many 
of the established modes of economic life. This accentuation of discon- 
tinuities is a chief cause of the uncertainties that trouble us today. 

But it is not alone the external facts of change and discontinuity that 
induce this feeling. These are but one side of the shield. The other side is 
the conceptual, for understanding involves the fitting of observations into 
an ordered body of thought. The full story is that these manifold disturb- 
ances have made much harder our central task of harmonizing objective 
facts and systems of economic thought. Perhaps the best example of this, 
and one that lies close to the heart of our present problem, is found in the 
concept of the free market, and in the existing cleavage, in this field, 
between facts and traditional concepts. 

The free market, as the battleground of competitive forces, has been, 
of course, a central element in the economic organization of the western 
world. In the realm of ideas, too, the sovereign market has been an 
essential component of systematic economics. The forms into which eco- 
nomic thought has been cast for one hundred and fifty years have been 
shaped by it. Today this free market, and the automatic attainment of 
economic harmony through the market, seem much farther from reality 
than they did a generation ago. The system of ideas built on the concept 
of the free market is correspondingly weakened, as an aid to understanding 
and an instrument for the organization of knowledge. 

It is a familiar fact, but one with clear relevance to present issues, that 
antecedents of this body of ideas are found in Newtonian mechanics. That 
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system, with its balance of forces in a stable and unchanging universe, was 
a major element in the intellectual environment of the men who created 
formal economics. It provided the concept of law as a ruling force, the 
notion of a fixed order in Nature, and a variety of analogies suggestive of 
ways in which the data of economics might be organized. 

A particular conjuncture served to give this approach prestige, historical 
timeliness and no small degree of validity. Just when the mechanistic pat- 
tern was becoming the model of scientific perfection, the move for a free 
market was given impetus from other quarters and on other grounds. Adam 
Smith’s protests against the fettering restrictions of mercantilism were 
rooted in the needs of rising English industrialism. But it was precisely to 
the economy of a free market that mechanicai conceptions were relevant. In 
the sovereign market, characterized by competitive individualism, free 

tract and complete mobility of factors, and subject to no important 
hanges over time, the physical concepts of force, equilibrium, action and 
reaction had their analogues. Orderliness was generated through the “‘nicely 

ljusted mechanism of nature,’ without design or conscious control, pre- 
isely as it seemed to be in the cosmos. It was, then, at a time when the 
practical requirements of British industrialism, and the ideas of economic 
liberalism were leading to the removal of market restrictions, that the 
irchitecture of a science appropriate to the free market was suggested by 
Newtonian mechanics. Out of this conjuncture came a dominant tradition 
our discipline. 

The body of economic thought defining the play of forces in a free mar- 
ket, and illuminating the extraordinary order-creating qualities of such a 
market, is one of the great constructs of the human mind. It enabled men to 
perceive, beneath the apparent chaos and bewildering complexity of observ- 
able economic activities, the working of a vast codperative scheme by which 
the diverse needs of millions of individuals were satisfied. The analogy that 
lay behind this construct was never perfect, it is true. There was never com- 
plete concordance between the thought systems of classical economics and 
the real world—a fact of which the framers of these systems were fully 
aware. For the completely free market was never achieved; the world of eco- 
nomic events was always marked by a diversity of frictions and retardations. 
The equilibrium, in Edgeworth’s phrase, was that of the surface of the sea, 

luggish sea with viscous wave. The laws of formal theory represented 

nditions at the limit, not those open to actual observation. Change over 
time, too, lay outside the realm of a mechanistically conceived economics 
vith its static models, but if it could be believed that the institutional de- 
velopment had found its terminus, that the framework would, in its essen- 
is, change no more, this was not a serious limitation. 

Of course, mechanistic concepts have not prevailed in unsullied form, or 

the exclusion of other ideas. A literary and humanistic tradition has 
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persisted. Ideas of organic growth and evolutionary change influenced the 
thinking of Ricardo, Malthus and many later economists. Marshall stressed 
continuity of development, explicitly recognized the rdle of time in eco- 
nomic adjustments, and made much use of biological analogies. John R. 
Commons, examining the legal foundations of capitalism, and J. M. Clark, 
studying the instrumentalities of social control, depart widely from simple 
mechanism. With the passing years a variety of elements has been in- 
corporated into what was once a simple and elegant body of doctrine. But 
at the foundation of formal economic theory, today, there still stand con- 
cepts of static equilibrium, of a universe of balanced forces, of a fixed and 
essentially unchanging order. 

The general acceptance of the concepts we have been discussing rested 
in part on faith in the expected progressive removal of vestigial frictions. A 
nineteenth-century observer could well believe that the nations of the 
world were on the way to closer economic resemblance and greater inter- 

national unity. The free market was spreading. Coupled with an interna- 
tional gold standard it promised to dominate economic activities through- 
out the world. The actual movement, however, has been in the other direc- 
tion. For economics, perhaps the outstanding fact of the fifty years that 
have elapsed since the publication of Marshall’s Principles is that observed 
discrepancies between objective reality and conceptual schemes based on the 
assumption of market freedom have been intensified, not lessened. There 
may be grounds for doubting this if we look at our own country alone. 
There can be none if we take a world view. Less and less does the sovereign 
market of economic theory accord with the actual market in which goods 
and services are exchanged. Today, faith in the free market as the mecha- 
nism through which economic activities may be regulated and economic 
order achieved in a world of conflicting needs and aims has been sorely 
shaken. Neither at home nor in our international relations do we rely upon 
the uncontrolled market to allocate resources or to effect other necessary 
economic adjustments. 

It is a decisive fact for our generation, and one that is crucial for eco- 
nomic thought, that we may not look to the arbitrament of the market for 
the full adjustment of means to ends, and for the unplanned solution of 
the economic problem. This is not to say that automatism has been com- 
pletely replaced, or that we have today either the knowledge or the ad- 
ministrative power which would provide us with substitutes capable of 
performing all its innumerable and intricate functions. Vast numbers of 
adjustments are still effected through the operations of free or only parti ally 
regulated forces. But over large areas of the western world the major adap- 
tations of economic means to conflicting possible ends, the major decisions 
concerning uses to be made of limited resources, are not made through the 
free inter-play of market forces. And even in our own economy, control and 
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regulation have in recent years trenched deeply upon the areas of free 
iction. There may be a return, but he would be a rash man who would set 
a time for it. 

In stressing the mechanistic background of certain of the concepts that 
have been employed in the study of the market, I have not meant to imply 
that sheer mechanism plays an important rdle in contemporary theory. In 
ts obvious form it does not. We have been slow, however, to shake off 
elements that derive from the static character of these antecedents. The 

tion of a fixed order of things is still deeply imbedded in formal eco- 

mics. But the outstanding fact of economic life is change, change in the 
institutional framework and change in the working elements of our eco- 
nomic system. To recognize this is one thing. To take adequate account of 


e it in seeking to interpret economic events, to incorporate the contingent 


nd the uncertain into our concepts, is yet another. This is one of the tasks 
t confront our generation of economists. 
This brief summary has dealt with facts that are largely familiar, but 
y are facts that cannot be ignored in any réview of the problems before 
ynomists today. It must be a matter of major concern to us that there 


ists a cleavage between the observed facts of economic life and the 


= formal systems of thought wherewith we seek to interpret and unify these 


bservations. Descriptive, piecemeal accounts of institutions and activities 
nd their shifting forms we have, in number. Perhaps the distinctive con- 
tribution of our time has been the development of specialized bodies of 
knowledge and specialized instruments of economic intelligence. We know 
far more about national income, the structure of credit, industrial produc- 
tivity, the formation of capital, the earnings of labor, than we did fifty 
ears ago. But the circle completes itself. Variety in detail cries again for 
implifying principles. Conceptual systems that would interrelate these 

verse facts and their changes over time, systems with the sweep, generality 
and apparent unifying power that were the impressive features of classical 
economics in the heyday of its acceptance we have not. Which is another way 
f saying that understanding has not kept pace with observation. Intellectual 
liscomfort is a natural result. 

[ would not suggest that in a universe of variation and discontinuous 
hange we may hope to create theoretical systems that are at once all- 
embracing and completely consistent with the perceptual world. In limited 
ueas and for limited times agreement between concepts and apparent 
reality may be close, but disturbing discrepancies will persist. Driven to 
seck understanding of complex phenomena, we shall continue to construct 
simplifying and unifying systems; driven to make these constructs accord 
with shifting and diverse reality, and unable to do so, we shall continue 
) damn our systems as formalistic figments. That better analytical tools 
will be forged and that fuller understanding will emerge from this troubled 
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state is not to be doubted. But we can be equally sure that the gap between 
objective and attainment will remain, to exasperate, torment and stimulate 
us and our successors. Our reach will continue to exceed our grasp, and 
economists will still have need of Heaven. 

There is yet another factor in our current discomfort. Economics deals, 
of course, with human needs. But in a very special sense the things that men 
desire—amelioration of present troubles, social and economic reconstruc- 
tion—touch the everyday work of the economist as they do not touch the 
laboratory of the physical scientist. Influences of this sort, relating to ends 
and ultimate values, are always felt in our discipline, but they are made to 
press more insistently upon us by the difficulties of the day, and by our 
present fearful concern with political and social emergencies. Looking 
abroad, we have seen the purposes and values of special groups imposed on 
scholars, and the resources of science used to buttress party dogmas. At 
home, the ideal of objective research has been questioned. With freedom of 
thought forcibly denied to our co-workers abroad, with doubt expressed 
in our own circles as to the possibility and the desirability of scientific 
detachment, and with the urgencies of the day beating upon us, we may not 
put these issues aside. 

The ideal of an objective science of economics, built on steadily expand- 
ing knowledge of human nature, of social institutions and of industrial 
organization, and divorced from personal judgments of the desirable and 
the undesirable, has made its way slowly. For economics was long tied to 
ethical creeds and conditioned by moral judgments. The escape to ob- 
jectivity was difficult, more difficult than for the physical sciences. The 
subject matter of economics is the behavior of human beings; its laws deal 
with human wants, and the pains of effort. It is not easy to disentangle 
these intimately human affairs from personal judgments and individual 
scales of value. 

It has seemed obvious to men of many generations that the ends of -human 
existence and the objectives of social action are simple and inevitable truths. 
:. Whether the end so clear to men was to glorify a deity, to achieve the simple 
and natural order of liberty, to maximize the good of the greatest number, 
to aggrandize a nation, or to establish a dictatorship of the proletariat, 
norms for judgment of the “‘rightness’’ or ““wrongness” of conditions or 
policies were ready to hand. The notion that one could thus simply and 
finally judge ends and appraise means sharply limited the scope of social 
thinking. Confidence in a fixed system of ultimate values restricted the 
hypotheses open to study, and cramped the investigator in the exploration 
of social forms. 

I do not attempt to trace the growth of the ideal of an objective science 
of economics, independent of ethical creeds and moral philosophy. There 
are elements of it in eighteenth-century thought, entangled with Physio- 
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cratic doctrine and ideas of natural law. The Wealth of Nations, though 
written as a powerful and purposeful tract, contains an account of a 
national economy as an ordered system of mass codperation. There was an 
empt here to find correspondence betvveen the chaotic diversity of sense- 
experience and a logically uniform system of thought—and this, it has 
been said, is the essence of science. With ebbs and flows the ideal and 
the practice of objective economic study gained ground in the nineteenth 
entury. The vitality of economic thought in England and the United 
States in the last quarter of that century, after a depressing decline in the 
sixties and seventies must be credited at least in part to the stimulus of 
this ideal 

It was natural to assume that the twentieth century would see a con- 
tinuation of this movement and a confirmation of this ideal. The improve- 

nt of quantitative methods, the elaboration of techniques of impersonal 
analysis, seemed to promise greater objectivity, a more rapid building of a 
factual basis for economics. In academic, business, and governmental cen- 
ters more men were grappling with economic problems. Research funds 

lreamed of by the economists of the nineteenth century could be drawn 


The contributions resulting from this expansion of personnel and of 
resources have been substantial. The problems we face may be more acute 
n those of an earlier day, our confidence in sweeping systems of thought 
be weaker, we may be more keenly aware of the lack of generality 
prediction value in our conclusions. But we do possess, I believe, sharper 
tical tools and knowledge of the details of economic life that is at once 

re comprehensive and more accurate. The technical and factual founda- 
tions of systematic economic knowledge are being extended and made 
stronger every day. Despite these gains the ideal of objectivity in eco- 
s is disputed today. Faced with the pressing problems of a world in 
turmoil, many have lost confidence in the possibility of our building an 
bjective science, divorced from the predilections and emotions of in- 

al investigators. 

It is to be expected that the dominant attitude in totalitarian states would 

1 conflict with the ideal of a science of economics not bound up with 

he ends of the state. Sombart, who typifies this attitude, rejects, for our 
ipline, the reasoning processes of the natural sciences and the concept 
prevailing in those sciences. He insists that the laws of economics 
priori validity, and are derived —— and intuitively. To him 

> laws stand at the beginning not at the end of research. The 

nd values thus intuitively derived have the attributes of necessity. 
1ape and direct the material subject matter of economics.* This par- 
Wp abe is new, but the design was outlined in the last century. 


Werner Sombart, Weltanschauung. Science and E »nomy, New York, 1939. 
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Not first among its architects, but a dominant figure, was Adolf Wagner. 
Seventy years ago Wagner set a pattern for economic thought completely 
subordinated to the ends of national power. (I note, in passing, Wagner's 
term for the attitude of those who were not guided by sound national 
egoism. It was no mean achievement in the coupling of words to define 
this reprehensible state of mind as “fanatical objectivity.” ) 

If criticism of objectivity in the social sciences were confined to Sombart, 
Wagner, and other advocates of the supreme state, it would perhaps carry 
little weight with us. But men who speak with authority for the social 
sciences and for scientific method, and whose interests and motives are not 
open to question, have recently challenged social scientists on this funda- 
mental issue. Charles A. Beard cites “‘the state of uncertainty and per- 
plexity reigning in the very midst of the so-called objective school” as proof 
that ‘‘the old assumptions of absolute neutrality no longer satisfy the human 
spirit.’’ He believes that the idea of a value-free, objective social science is 
an illusion. Julian Huxley notes ‘the entanglement of social science with 
problems of value” and concludes that “‘to understand and describe a 
system involving values is impossibie without some judgment of values, 
and still more impossible without such value-judgments is the other 
scientific function, that of control.” And Robert Lynd in his provocative 
book Knowledge for What? deprecates the fact that the young social 
sciences, “hiding behind their precocious beards of ‘dispassionate research’ 
and ‘scientific objectivity’ are reluctant to accept full partnership with 
man in the adventure of living.” 

There is an issue here that we may not lightly dismiss. The two extreme 
positions may be briefly suggested. At one limit stands an “objectivity” 
that is oblivious to ends, purposes, relative values, that puts all observations 
on the same dead level of importance, or unimportance, that conceives the 
work of the scientist to be done when he has investigated something, any- 
thing, by tidily arranging all data that might bear on it. It is bloodless, cold, 
dispassionate, and utterly meaningless. At the other limit, every scholar uses 
his own yardstick of relative values. These values lie beyond all testing 
and questioning, but they furnish, for the individual to whom they have 
been revealed, the ultimate touchstone. All judgments of means are based 
on these values. Research is an individual adventure. 

Of course, neither of these extreme alternatives is acceptable. One means, 
for the economist, a withdrawal from life, acquiescence in whatever is, 
complete indifference to the meaning of the forms he is studying, or of 
alternative forms of economic organization. The other means the loss of 2 
hard-won heritage, renunciation of the hope of cumulative growth of 
economic knowledge, surrender to rudderless whims and the unpredictable 
diversities of individual taste. Our problem as economists is the difficult one 
of serving our generation in meeting its urgent present needs and of pre 
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serving all our rights to objective, detaied appraisal, with nothing, whether 
end or means, exempt from critical judgment. 

[he key to this apparent dilemma is to be found, I think, in the manner 
in which values are to be treated. The moralist, the reformer, the protagonist 
f causes, usually derives his values frorn without the system of facts and 
events to which the values are to be applied, and for which they provide 
ends. For Adolf Wagner values were set by national honor and national 
interest. For Sombart values and judgments about values derive from the 
individual's Weltanschauung. They lie outside the realm of science; they 
are not subject to testing, to critica! judgment. Values thus derived have, I 
think, no place in the work of the economist. In this direction lie emo- 
tionalism, partisanship, conflict, and the loss of that impartiality toward 
facts, in the realm of knowledge, that is the richest heritage of our scientific 
tradition. If the revolt against detachment and objectivity means the sub- 
rdination of the quest for knowledge to values and objectives that are 
beyond testing, it threatens the very essentials of our discipline. 

I do not believe that a science can assume responsibility for choosing 
among ends, and for setting up scales of preference in its discussion of the 
objectives of social action, without introducing into systems of thought the 
support of given ends. This is not to deprecate the maintenance of rights to 
personal choice or the espousal of causes by individuals, be they poets, poli- 
ticians, pedagogues or political economists. The human spirit is at its finest 
in the selfless support of great causes. But the heart of science, as a method 
of observation, a means to understanding, and an attitude toward the 
universe, is lost when science itself becomes a protagonist of ends. This 
assertion has, I believe, a timeless validity. It is not conditioned by the 
affairs of the moment. There is today, however, more reason than in normal 
times for a jealous preservation by economists of the independence and 
objectivity that are the heart of the scientific tradition. To forsake that 
tradition is to invite political control. It is to make of economics a disci- 
pline subservient to the dominant political powers of the day. 

In thus repudiating protagonism and partisanship I am far from propos- 
ing that we close our eyes to values and value judgments. We need not and 
must not be blind accumulators of knowledge irrelevant to social needs and 
ams. Values and ends concern us mightily. Our attitude toward them, 
however, is not that of the preacher of ethics or the social reformer. They 
ire part of the subject matter of inquiry, open to criticism, appraisal, pro- 
visional acceptance or rejection.? For any value judgment, any setting up of 

n objective of social action, is a hypothesis. Like all hypotheses it sug- 
gests modes of organization, ways of utilizing things, methods of handling 
the means that are open to manipulation. We should be both blind and 


‘For a discussion of the logical bases of this approach to problems of value judgment 
0 scientific investigation see John Dewey, Logic, the Theory of Inquiry (New York, 1938). 
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remiss if we failed to explore leads to various forms of organization al- 
ternative to the one that may exist at a given time, to use alternative models 
as aids in the examination of existing institutions. It is the function of 
ideas concerning ends and ultimate values to suggest the nature of such 
alternative methods of utilizing resources and satisfying wants. These 
alternatives are then subject to examination in which all the interrelations of 
means to ends and of ends to means are explored. And this exploration is 
a task in which complete detachment and full objectivity are essential ele- 
ments. It is not a task for the impassioned protagonist. Anguish and art, 
says Irwin Edman, are not identical. Neither, I may add (and my jagged 
meters perhaps accord with my subject), neither are emotional perturba- 
tion and political economy identical. 

In defending the necessity of objectivity in economic research, I have 
spoken in abstract terms. Yet here, too, means and ends may not be dis- 
sociated. Impartiality and independence have a further sanction in that 
they contribute directly to the fruitfulness of research and the extension of 
know ledge. The data of economic research today are in many repositories— 
the files of industrial corporations, the books of banks and public utilities, 
the records of organized labor, the documents of accountants, the archives of 
government. Economics can be given life and substance if it can draw on all 
these sources for the facts on which it must build. These sources are open 
to us only when there is mutual confidence in the possibility of disinterested 
study. We have before us today many examples of codperation, in re- 
search, of individuals of diverse economic interests and, indeed, of widely 
differing opinions as to what is desirable in economic organization. Make 
research a tool of special interests, make the driving motive the attainment 
of my particular Utopia, or yours, reject objectivity and impartial work- 
manship as the means to advance knowledge, and the possibility of such 
codperation is lost. 

My talk tonight has been shop talk. I have discussed some of the elements 
of uncertainty in our discipline today, sorne of the difficulties we face in 
seeking a better understanding of the means by which men live. The mere 
variation of experience creates some of these difficulties. The confusions 
and needs of a troubled time have put phenomena, in all their diversity, 
at the center of economic attention. Satisfaction with the unity and logical 
coherence of systems of economic thought is to some extent impaired when 
the bewildering variety of things and events is set against these conceptual 
systems. 

Difficulties growing out of a keener appreciation of the complexities of 
economic reality have been intensified by profound and accelerated change. 
I mean, now, not changes on the intellectual level, such as those that revolu- 
tionized biological thought eighty years ago, or those that recast the founda- 
tions of the physical sciences in the early years of this century. These 
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hanges germinated and spread in the realm of ideas. They altered the 


cnang 


intellectual climate, but the basic phenomena of biology and physics were 
unaffected. The revolutions of our generation fall on another front. The 
tides of change that have flowed during the last twenty-five years, and that 
have reached flood proportions in the past decade, strike deeply at social 
institutions. The ordinary affairs of life are affected for men everywhere, 
1s they have not been for centuries. Economics and the other social sciences 
lie in the direct track of the cyclonic disturbances of our time. Not only are 
conditions of inquiry and systems of ideas affected. The structure of social 
life is being modified; the patterns of temporal change in social life, to 
which we have in some degree adapted ourselves, have been altered. Pro- 
found changes have occurred in the subject matter of research itself. It is 
not surprising that understanding has lagged. 

One aspect of these changes has special significance for us. The concept 
of a free market occupies a central place in economic thought. Complete 
freedom has never been achieved, it is true; but a system of thought based 
on the assumption that such freedom exists had strong claims when it 
could be believed that obstacles to freedom were being steadily reduced. 
From a world view this is clearly not so today, nor are there reasons to 
believe that it will be so in the proximate future. With decline in the free 
market and the persistence of other fundamental changes, mechanistically 

ed concepts lose much in relevance. We are struggling toward alternative 

mncepts adapted to our needs in seeking to understand the complex of free, 
trolled and regulated elements in contemporary economies as they 
hange over time, but our constructs still fall short of our needs. 

I have touched, finally, on the possibility of impartial and unbiased 

earch under the conditions of social disturbance and conflict that prevail 
today. Economists may have erred at times in the naive belief that descrip- 
tion of an existing system is the whole of their scientific task. The counter- 
swing that leads to rejection of objectivity and deliberate advocacy of 
particular ends is, I have suggested, equally dangerous. Neither promises 

st effectively to proinote the accumulation of a body of knowledge 

relevant to the urgent needs of the day. I believe that we can deal objec- 
tively with both means and ends, that we can bring into ov~ inquiries value 
judgments and opinions as to the ends of social action—even widely dif- 
fering judgments and opinions—without becoming partisans and protag- 
onists. Promise for our science lies in this direction. 

_ Under the conditions prevailing in the world today American economists 

neavy responsibilities. The task of keeping a body of knowledge alive, 

' maintaining the right of economists to deal objectively with facts, means 
ind ends is primary among these, as a continuing duty. This task cannot 
be performed by our colleagues on the continent of Europe. Here, where 
inquiry can still be free, free of class, race or nationalistic bias, free of 
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ends imposed from without, the obligation to maintain conditions of free 
research and to harvest the fruits of free research is a grave and sobering 
one. 

Immediately pressing is a responsibility to help meet the urgent needs 
of our day and our country. For this we require systematized knowledge of 
the operating characteristics of the economic system we now possess, with 
its puzzling and varying combination of free and restricted elements. When 
the resources, the mechanisms, the potentialities of both the human and 
material elements of this system are known, with a detail and accuracy far 
exceeding that which we possess today, we shall have information about 
means that will make us better able intelligently to appraise ends, and to 
hold ends and means in just balance. The achievement of understanding 
of our present economic system is our most pressing and most immediate 
obligation. 

In speaking of the appraisal of ends I point to a second requirement. 
This is complete open-mindedness in the study of our existing economic 
organization and of alternative economic arrangements. Out of this world 
crisis will come further change. We cannot now define the course of this 
change, or the design of the economic life that is to follow. If we may not, 
as economists, support this or that proposal for reconstruction, we should 
be ready to test any hypothesis, to appraise any proposal for modes of 
organization and methods of operation alternative to those we now possess, 
whether these proposals involve major or minor changes in economic life 
as we know it. No hypothesis can be ruled out, per se. And no hypothesis 
can be exempt from the most rigorous testing against our given economic 
means. 

The two great responsibilities with which each of us is charged today— 
to our continuing discipline and to the urgencies of time and place—can 
best be met by the economist who serves as economist, not as defender, 
advocate, disciple, or special pleader. Such impartial service is the greatest 
contribution he can make to the needs of an age in crisis. I believe that 
he may best hope to make that contribution if he continues to live and 
work in the great tradition of western science, a tradition that means honest; 
of endeavor, integrity and dignity of spirit, and the ideal of objectivity in 
research. 

FREDERICK C. MILLS 

Columbia University 
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THE TRANSPORTATION ACT OF 1940 


With the passage of the Transportation act of 1940 Congress has added water carriers 

e growing list of major domestic commercial transportation agencies subject to regu- 

ion by the Interstate Commerce Commission. Only air lines now remain under separate 

tity. The regulation of railroads, pipe lines, motor carriers, and water lines is also 

ed and centralized on a pattern largely derived from the earlier rail statutes. In par- 

lar, maximum, minimum, and exact rates and charges of each of these agencies are 

sject to Commission control. Entry into service is also rigidly subject to regulation by 

means of permits and certificates of public convenience and necessity. For the first time a 

tional transportation policy governing all agencies subject to the Interstate Commerce 

has been enacted. Another major feature of the Act is provision for the creation of a 

orary Board of Investigation and Research to study the relative economy and fitness 

each mode of transportation, the extent government has subsidized or otherwise aided 

transportation, the amount of taxes levied upon transportation by all governmental units, 

| any other matter likely to lead to improvement of transportation conditions. The Act 

ilso makes sumerous changes in the Interstate Commerce act, many of technical interest 

ly, and modifies legislation governing land-grant rate reductions and Joans by the 
Reconstruction Finance Corporation to railroads. 


Upon its passage last September, the Transportation act of 1940* be- 
came the latest in a long series of important federal statutes dealing with 
transportation problems. The Act is divided into three main divisions, each 
with a separate title. Title I deals with amendments to the existing law 
and promulgates a new declaration of national transportation policy; Title 
II is devoted to the regulation of water carriers in interstate and foreign 
commerce; and Title III includes a miscellaneous group consisting of Part 
| on investigation of the various modes of transportation, Part 2 on rates 
on government traffic, and Part 3 on amendments to the Reconstruction 
Finance Corporation act. 


Regulation of Water Carriers 


ay— P The section which adds domestic common and contract water carriers 
—can | to the already impressive list of agencies subject to regulation by the 
nder, 1 Interstate Commerce Commission as Part III of the Interstate Commerce 
atest act, is perhaps of greatest public interest. Only air carriers among the five 


types of transportation of national concern now remain under other con- 
trol, the railways having been brought under the Commission in 1887, 
the oil pipe lines in 1906, and the motor carriers in 1935.? 


Public no. 785, 76th Cong., 3d sess., approved September 18, 1940. This was known 

the Wheeler-Lea bill, S. 2009. The legislative history of S. 2009 was as follows: Intro- 
luced in Senate by Senators Wheeler and Truman, March 30, 1939; hearings held by 
ite Committee on Interstate Commerce, April 3-14, 1939; reported by Senator Wheeler 


vith amendments, May 16, 1939 (Sen. Rep. no. 433); passed Senate, May 25, 1939; 


~ 
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ed to House Committee on Interstate and Foreign Commerce, which reported bill to 
with amendments, July 14, 1939; passed House with further amendments, July 26, 
; bills sent to Conference Committee, which filed report on April 26, 1940 (House 
no. 2016); recommitted to Conference Committee by House, May 9, 1940; Con- 

ence Committee filed second report on August 7, 1940 (House Doc. no. 2832); House 

eed to conference report on August 12, 1940, and Senate on September 9, 1940; ap- 

ved by President, September 18, 1940. 

"Several proposals have been made to shift the air carriers to Commission supervision, 
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The chief feature of the Transportation act of 1940, therefore, is the 
further extension of unified and centralized control of domestic transporta- 
tion. It is a process that has been going on at an accelerated rate since 
1933, although its roots reach farther back in the past. While the Com- 
mission was essentially a steam railroad reguldtory body prior to 1935, it 
also had jurisdiction over oil pipe lines, interstate electric railways, joint 
rail-water routes and railroad dominated water lines, and until 1934 in- 
terstate telephone and telegraph systems.* The control of these agencies 
lacked commensurate importance, however, first, because their problems 
were of far less significance to the public welfare than those of the rail- 
roads and, second, because the powers of the Commission over them were 
accordingly less extensive than over railroads. 

This situation was drastically changed for the first time when motor 
carriers were placed in the hands of the Commission for regulation. Except 
for a brief period of code authority control instituted by the National 
Recovery Administration in 1934, the motor carriers had not previously 
been under any form of federal regulation. Then they were made subject 
to a degree of control which, for rates, discriminations, and service, ex- 
ceeded that prescribed for railroads until 1920. 

Varying degrees of control over domestic water carriers had been prac- 
tised by several federal agencies prior to 1940. The control was very lim- 
ited in scope, however, being practically non-existent for river, lake, and 
canal operators. The only important water regulation was applied to coast- 
wise and intercoastal carriers, which were subject to the jurisdiction of the 
United States Maritime Commission. Even this control did not approach in 
extent or detail the kind of regulation which Congress had long prescribed 
for railroads. The recent Act has done for water carriers what the Motor 
Carrier act did for trucks and busses. 

The fact of salient importance is that the traditional policies applied to 
the railroads in the Transportation act of 1920, with some modification, are 
now applied to common and contract motor and water carriers.* For ex- 
ample, the Commission may fix maximum, minimum, or exact rates or 
scales of rates for railroads, motor carriers, and water carriers. It may also 
rigorously determine entry into service of each of the three types of carrier 
and withdrawal from service of railroads by use of permits and certificates 


including one by Commissioner J. B. Eastman when he was Federal Coérdinator of 
Transportation, but Congress has not seen fit thus far to adopt the policy. 

* These utilities were transferred to the Federal Communications Commission at its 
creation in 1934. 

* The Act exempts transportation by common and contract water carriers of commodities 
in bulk if the cargo space is not used for the movement of more than three commodities 
at any given time. This exemption in effect removes large-scale contract bulk carriers on 
the Great Lakes and in the coastal service from Commission regulation. As most common 
carriers ordinarily transport more than three commodities at one time, the exemption will 
not generally apply to them. Contract water carriers not competing with common carriers 
covered by the Interstate Commerce act are also exempted from its provisions. 
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sublic convenience and necessity. Accounts, reports, security issues, dis- 

nin: ations, tariffs, publication of rates, notice of rate changes, suspension 

. tariffs, unifications and consolidations, and the like, are subject to de- 
tailed supervision for water lines as for railroads. 

\ study of the legislative history of S$. 2009 discloses the unmistakable 
fear on the part of some water carriers and shippers that the “inherent’’ 
advantages of water transportation would be destroyed or severely curtailed 
by the new legislation. The House conferees, led by Chai~man Lea of the 
Committee on Interstate and Foreign Commerce, were at considerable pains 
to insist that the bill amply protect water transportation. The view was 
supported by reference to the declaration of policy, the rate-making rule, 
and the right of water carriers to continue rates, classifications, rules, etc., 
lifferent from those of the railroads. They insisted that the Act was in- 
tended to foster and not to cripple water carriers.° 


The National Trans portation Policy 


In the new Act Congress for the first time has promulgated a national 
transportation policy for all carriers under the Commission’s authority. 
wyers assert that such a general legislative declaration of policy, like 
preamble to a constitution, lacks the binding force of law. Perhaps this 
true, but to a layman it seems evident that Congress voted this statement 
olicy because it wished the regulatory agency and the courts to face 
up their interpretations of the segments of the Act to a broader, over-all 
ression of objectives. 
The provisions of the policy are as follows: 


It is hereby declared to be the national transportation policy of the Congress 
le for fair and impartial regulation of all modes of transportation sub- 
the provisions of this Act, so administered as to recognize and preserve 
nherent advantages of each; to promote safe, adequate, economical, and 
efficient service and foster sound economic conditions in transportation and 
g the several carriers; to encourage the establishment and maintenance of 
nable charges for transportation services, without unjust discriminations, 
| undue preferences or advantages, or unfair or destructive competitive practices ; 
m to co pen rate with the several States and the duly authorized officials thereof ; and 
age fair wages and equitable working conditions ;—all to the end of 
loping, codrdinating, and preserving a national transportation system by 
highway, and rail, as well as other means, adequate to meet the needs of 
the commerce of the United States, of the Postal Service, and of the national 
All of the provisions of this Act shall be administered and enforced 

with a view to carrying out the above declaration of policy. 


is, indeed, a very large order for the Commission to fulfill, and it 
es a burden of statesmanship upon it far greater than that recognized 
iously by Congress or assumed by the regulatory body. 


my, onference ee on S. 2009, H.R. Report no. 2832, 76th Cong., 3d sess., August 7, 
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Since this is a new and comprehensive policy, the various parts may be 
profitably examined in some detail. There is first of all the question of 
fair and impartial regulation of all modes of transportation. Most advocates 
of this point of view seem to identify fair and impartial regulation with 
centralized, unified, and even identical control of each form. Presumably 
this approach is based upon the assumption that regulation is not fair or 
impartial unless it subjects all carriers to one pattern of control—in this 
case to the rail pattern. And this view must in turn rest upon the assump. 
tion that the economic characteristics of the regulated forms are in fac 
substantially alike. Otherwise to treat one industry in which effective com- 
petition prevails in the same manner as another industry typified by 
monopolistic and highly discriminatory practices, would plainly not be con- 
sistent with the stated objectives of the policy. 

The practical question is whether or not rail, motor, and water carrier 
do in fact exhibit like economic characteristics. Evidence available on this 
issue is not wholly conclusive, but what there is points to a negative answer 
The rails, for example, exhibit economies of scale and jointness of cos 
to a substantially greater degree than water and especially motor carriers 
Moreover, the railways had a considerable amount of excess capacity for 
a decade because of the industrial depression, their high rate policy toward 
high-class commodities and short-haul traffic, and the rise of new vigorous 
competitors since World War I. Uniess restrained by the government or 


able to exercise a monopolistic control over their erstwhile competitors, | 


the rails accordingly have a powerful incentive to cut their competitive 
rates to low levels, almost to short-run out-of-pocket costs if necessary, in 
order to increase net profits. In addition, because of their size and financial 
strength founded on a backlog of non-competitive traffic largely tied t 
their lines, the railroads have the power to engage in destructive compet: 
tion against one another and against other kinds of carriers for considerabk 
periods of time. Without such measures as the long-and-short-haul claus 
and minimum-rate -egulation, they could again destroy or absorb thei 
smaller and weaker rivals, as they once drove the independent water car 
riers from the rivers, canals, and lakes of the United States.® 


* This is not a defense of a policy of preferential treatment of water carriers. The rail 
ways in most instances deserved to win the competitive struggles of a century ago. Theit 
service was faster, safer, more flexible, and cheaper than that on the canals and rivers 
Only on the Great Lakes and in the coastal service was water carriage equal or superior 
to rail transport, and this was because of lower costs and not superior quality. Howeve' 
even on the Great Lakes and in the coastwise and intercoastal trade, the railroads wer 
able to destroy legitimate independent shipping by use of the very potent weapon of long: 
and-short-haul discrimination. This practice also undoubtedly hastened the demise 
shipping on the rivers and canals by the turn of the century. The trend was arrested and 
eventually reversed by three important public policies: The strengthening of the long-an¢ 
short-haul section in 1910; the passage of the Panama Canal act in 1912 and Section 500 
of the Transportation act of 1920; and the vigorous promotion of water transportation 
by government, especially during and since World War I. 
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In contrast, the economic characteristics of the motor and water carriers 
ippear to be quite different from those of the rails. The rights-of-way 
non which they operate are publicly owned, and overhead and mainte- 
ance costs are borne by government rather than by individual carriers. 
Moreover, the investment in motor equipment, and frequently in ships 
and barges, is relatively small. The costs of these carriers also vary more 
directly with fluctuations in the volume of traffic available to them than 
do rail costs. Taxes paid for the right to use the highways are largely 


assessed on a use basis. The commercial water carriers are permitted to 
use their rights-of-way toll free and their taxes are not heavy. In the case 


B of trucks, depreciation is frequently computed on a mileage basis, which 
© reflects changes in the volume of traffic hauled. The rise or decline of 
| motor and water traffic can be taken care of more readily by appropriate 
additions to or reductions of equipment, since each vehicle or boat or small 
© combination is typically a complete carrying unit. 

j Moreover, the rates charged by carriers of a given type rendering a 
® similar service, water or motor, tend to converge at a common level, be- 


ise the operations are essentially small scale, performed by a multiplicity 
perators, and, therefore, are truly competitive in nature. The proof of 
observation is that little complaint has been registered to date by users 

nst water and motor carriers for practising unjust discriminations or 
harging extortionate rates. The new legislation has been enacted at the 
© behest of established carriers and their employees and allied groups.’ The 
; absence of serious dissatisfaction on the part of users against water and 
| motor carriers is not surprising, because, in competitive enterprises, the 
opportunity to discriminate unjustly and for an extended period is cur- 
tailed by the injured shipper’s ability to transfer his custom to another 
erator or to provide his own service. Obviously, the chances of a typical 


‘When the hearings were being he!d by committees of Congress on the motor carrier 
me years ago, few shippers or travelers appeared to offer evidence against the carriers. 
situation prevailed in 1939 and 1940 when the Wheeler-Lea bill was under 
) in. The truth is that these statutes were not created in response to widespread 
t complaints which had forced government to take action against the railroads in 
t rather they came into being because vested interests—railroads, their employees, 
tain motor and water lines—wanted to reduce and if possible suppress price (rate) 
n in the entire field of inland transportation. Speaking of the trend of transport 
tion during the past decade, Commissioner Eastman said in an address before the 
n Economic Association in December 1939: “The five most important transportation 
of recent years (the Emergency Railroad Transportation act, 1933, the Inter- 
Shipping act, 1933, the Motor Carrier act, 1935, the Merchant Marine act, 1936, 
Civil Aeronautics act, 1938) were all acts whose primary purpose was, in one 
another, to improve carrier financial conditions; and the same motive dominates the 
t tion legislation which Congress now has under consideration [S. 2009, the 
Vheeler-Lea bill]. The shipper and traveler have not been the direct objects of concern 
nt re recent regulatory acts.” (Emphasis supplied.) “The Adjustment of Rates be- 
1 Competing Forms of Transportation,” Am. Econ. Rev., Suppl. vol. xxx, March, 
124-125. 
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motor or water operator to duplicate the character and extent of discrimina- 
tions which developed on the railroads in their unrestrained competitive 
era are small indeed. 

In this discussion, it is important to bear in mind that motor and water 
carriers should not be allowed to practise competition free of any public 
control. Both modes serve the public, use public property, and receive pub- 
lic assistance. Reasonable safeguards are necessary to insure public safety 
and responsibility of operation. The government, having voted enormous 
sums for the construction and maintenance of waterways and highways, 
very properly should take steps to protect its investment. But doubt may 
be expressed that identical or similar regulation of all agencies of for-hire 
transportation on the rail model will promote the public inter-st. Failure 
to draw proper economic distinctions between these industries will merely 
postpone socially desirable solutions of the transportation problem.* 

The declaration of policy also expresses condemnation of “unfair or 
destructive competitive practices.”” These practices are nowhere defined in 
the Act, nor are criteria for measuring them set forth for the guidance of 
the Commission. Doubtless Congress expects the Commission to use its 
discretion in reaching a decision in any given case of carrier or inter-agency 
competition, and has placed at its disposal several important tools with 
which to implement the stated objectives. The methods of outstanding 
importance are two: thespower to fix exact or minimum rates for all com: 
mon and contract carriers subject to the Act; and the right to control entry 
into or withdrawal from operation by use of permits and certificates of 
public convenience and necessity. How shall the Commission use these 
great powers over prices and production? It is commonly believed that 
regulation must under this mandate turn increasingly to the substitution 
of cost for demand and competitive criteria as a basis of establishing rates 
to eliminate so-called destructive competition. If each carrier or agency is 
to be required to maintain its rates at least at cost levels, there is the ver 


*It is frequently asserted, especially in rail circles, that the competition of water and 
motor carriers with railroads is unfair and uneconomic because of subsidies and other public 
aids to the former. But this raises a different problem, one about which regulation a 
such is not concerned, viz., whether or not government promotion policies are wise and 
just. As to the justice or wisdom of past and current promotional policies, it is difficult t 
judge because the railroads have also been the recipients of free lands, labor service, casi 
grants, and other public assistance. However, if government largess on analysis is deemed 
to be distributed unwisely or unfairly, the sensible action would seem to be to make 
appropriate changes in promotional policies and not to add uneconomic regulation t 
uneconomic subsidies in the vain hope that the two indefensible policies will promote 
the public welfare by checkmating one another. The most authoritative study of the subject 
of public assistance to transportation is Public Aids to Transportation, Federal Coérdinator 
of Transportation, vol. i, “General Comparative Analysis, and Public Aids to Scheduled 
Air Transportation,” 1940; vol. ii, “Aids to Railroads and Related Subjects,” 1938; 
‘vol. iii, “Public Aids to Transportation by Water,” 1939; and vol. iv, “Public Aids to 
Motor Vehicle Transportation,” 1940. 
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difficult question of choice of concept of cost to employ for the purpose. 
Average unit costs at the least-cost stage of operation might be used; or 
average actual unit costs. Should either of these be selected, historical costs 

obsolescence and over-building as well as valid economic costs—would 
be assessed against users whether justified or not. Another possibility would 
be the short-run out-of-pocket or marginal costs. This would avoid the 
dangers of using average unit costs and give much greater weight to de- 
mand and competitive considerations. Yet in the event of general inter- 
agency competition it would not solve the problem of establishing rates 
for the simple reason that privately owned and operated carriers could not 
survive if the bulk of their traffic moved on rates at or little above short- 
run marginal costs. Moreover, both average unit costs and marginal costs 
are a function of the degree of utilization of capacity; hence they offer at 
best a rather uncertain measure of rates in a highly dynamic society. 

Beyond all this, however, it would be theoretically invalid as well as 
prac tically unwise to establish particular rates or scales of rates on the basis 
of average unit costs however carefully determined. In the railway in- 
dustry, with its large proportion of common and joint costs which are 
largely independent of variations in the volume of trathc short of capacity 
— demand or competitive factors must have chief weight in rate 
making. Otherwise, the transport plant will not be utilized to the extent 
that we ould be desirable and feasible. Moreover, price and service standards 
would not be forged in the hard, impartial market place, and traffic would 
not be allocated impersonally to the carrier or agency best suited to perform 


™ the service. It is necessary in the public interest to forestall and eradicate 
Sfrom the transport field unreasonable rates and undue preferences and 


discriminations against persons, places, and commodities and classes of 


@ traffic. It is also necessary to make carriers meet reasonable safety, public 
x panty, and other service requirements and to keep proper records for 


public inspection. But it is doubtful whether the large use of costs contem- 


3 a ited by many advocates of unified and centralized control of rates and 


lir 


By coordination can be made successfully to promote the public interest. If 


demand and competitive factors are little recognized in the future regula- 


@ tion of railroads, motor carriers, and water lines, it seems safe to predict 
p that the legislative program will eventually disintegrate. 


Consolidations and Unifications 


Some changes were made in the portions of the fifth section of the In- 


m ‘crstate Commerce act dealing with consolidations, mergers, unifications, 
p and acquisitions of control. The new law makes the provisions apply to all 


types of carrier subject to the Act, and as a necessary incident repeals the 
section which covered unifications of motor carriers. The statute also 
relieves the Commission of the duty, first set out in 1920, of providing a 
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plan for the consolidation of the railroads into a limited number of Sys: 
tems. The law is liberalized somewhat tc facilitate the making of unific:. 
tions on a voluntary basis, subject of course to Commission approval. 

Perhaps the outstanding feature of the unification provisions of the new Won 
Act was the adoption after much debate of the so-called Harrington amend. ¥ ...} 
ment which was designed to protect the employment and wages of rij 
labor. In its original form, the amendment prohibited approval of any WH not 
transaction which would have resulted in unemployment or in the impair “Bp 
ment of employment rights. There was no similar proviso in _ Senate 7 
bill. 

The Conference Committee was unwilling to accept the cnnainda in WE aids 
this form, first, because it made all employees of affected carriers equa | mor 
beneficiaries regardless of length of service prior to a consolidation, and | 4 
second, because it required the carrier to maintain employee benefits in- | 7% ney, 
definitely or until by attrition the employee was separated from the pyy- | 
roll. Accordingly, the amendment was qualified by confining its operation 
in any given consolidation to a maximum period of four years and in the 0 ¢ 
event of service of less than four years the guarantee was commensurately | jno 
reduced. In this way it was hoped that the adverse effects of a consolidation | 90, 
upon labor would be cushioned without, however, placing undue obstacls | pat: 
in the way of desirable combinations. ; ’ 

The significant question is whether the new provisions will materially | ~ 
aid or hinder further consolidations or unifications in the public interest. F ¥ 
Prophecy is dangerous, but it seems reasonably certain that the trend will F 7 wit 
go on very much as it has since 1920. And this is because the Act has not B © its | 
got at the salient defects of earlier legislation, which all grow out of the } anc 
fact that Congress has tried to promote consolidation on a voluntary and FF’ 
competitive basis and yet achieve objectives contrary to the conflicting hopes Fai 
and aspirations of the persons and interests which alone have the power © the 
to initiate the projects, viz., rail executives and investors. : 


Promotion, Coérdination, and Research 


In this Act, Congress accords unusual recognition to the problem of F @ po 
government promotion of transport facilities and services, including the F@ fec 
codrdination of carrier and inter-agency activities. The policy of the Inte By du 
state Commerce act is now oriented “to the end of developing, codrdinat- By iny 
ing, and preserving a national transportation system of water, highway, 
and rail.” It is with this purpose in mind that the duty is laid upon com: 
mon carriers subject to Part I (railroads, pipe lines and rail-water lines) 
not merely to establish through routes among themselves but ‘ to establish 
reasonable through routes . . . with common carriers by water.” In addi- 
tion, all common carriers under Part I “shall . . . afford all reasonable, 
proper, and equal facilities for the interchange of traffic between thei! 


4 
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ion is empowered to establish through routes between common carriers 


Sit 
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tive lines and connecting lines,’’ and a connecting line is defined as 
the connecting line of any carrier subject to the provisions of this part 
+ any common carrier by water subject to Part III.”’ Finally, the Commis- 


subject to Part I and common carriers by water. Common carriers by water 
are not, however, required to establish reasonable through routes with 


tor common carriers.® 
Beyond this, however, the need for reéxamining the whole federal pro- 


oram of promotion is given statutory recognition for the first time. All too 
often taxes have been levied or remitted, as the case may be, and public 
1ids in the form of construction and maintenance of facilities, gifts of land, 


Bi 


noney, services, and in many other ways, have been given without con- 
leration of needs of the public, the relative economy and efficiency of the 
facilities, or the probable effects upon established carriers. On many 
asions promotion has been undertaken at the behest of purely local, 
ial interests which wanted a handout from the public treasury perhaps 
develop an otherwise uneconomic enterprise or perhaps to stimulate ris- 


ing real estate values for their own profit. The time was long over-due for 


vernment to undertake a comprehensive, disinterested examination of 
tional promotional policy. 

Act provides for the appointment of a temporary three-member 
Re of Investigation and Research by the President. This Board has a 


tatutory life of two years with an extension of two more years optional 
with the President. The Board is required to make an interim report of 
ts studies, findings, and recommendations by May 1, 1941. Annual reports 


r 


i final report are also stipulated. 
The Board is required to study: (1) the relative economy and fitness of 
roads, motor carriers, and water carriers with a view to determining 


the service for which each type of carrier is especially fitted or unfitted, 


methods by which each type could be developed to provide an adequate 
tional transportation system to meet commercial, postal, and nationa! 


lefense needs; (2) the extent of public aid to the three modes of trans- 
portation; and (3) the extent to which taxes are levied on each type by 


leral, state, county, and local governments. In addition to these specific 
ties, the Board is granted the very significant discretionary power to 
vestigate or consider any other matter relating to these agencies of 


[he provisions dealing with the establishment of through routes between motor and 

| between motor and water carriers have not been altered. Section 216 of Part II 

ides that every common carrier of passengers by motor vehicle has the duty “‘to 
lish reasonable through routes with other such carriers.” This requirement does not 
tend to common carriers of property by motor vehicles; however, they “may establish 
nable through routes . . . with other such carriers or with common carriers by 
‘oad, express, or water.” Similarly, common carriers of passengers by motor vehicle 
y establish reasonable through routes” with common carriers by railroad or water. 
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transportation which it may regard as likely to improve “transportation | 7 
conditions and to effectuate the national transportation policy declared in WW ing 
the Interstate Commerce act.” whe 
This part of the Act represents a step in the right direction. After 2 9 cip! 
lapse of more than four years, the unfinished work of the Office of the i por 
Federal Coérdinator of Transportation, which was abolished in 1936 be “We by | 
cause of the opposition of rail management and ijabor, can be resumed hav 
and new projects can be inaugurated. Students of transportation hope that 7 shi 
the Board will complete studies and produce recommendations on poli “W pro 
of such merit that they will command the respect and support of users, car in | 
riers, employees, and government alike. The time for this work is at best 9% imp 
very limited; the problems are complex and no easy solutions are in sight m fare 
Issues of public interest are likely to exist for an indefinite period of time | and 
and it would have been preferable, therefore, to have provided for a per. |Z A 
manent agency—a Board, Authority, or perhaps Department of Trans. | pla 
portation of cabinet rank—continuously to engage in studying and report | 9 lug! 
ing on these problems. clas 
vio 

Additional Amendments of the Interstate Commerce Act; Miscellaneou )® inc) 
The amendments of the Interstate Commerce act in Title I were numer | 7 t! 


ous and for the most part inconsequential or highly technical in terms oj 
the public interest or understanding. Several of these changes, however, in 
addition to those already discussed, merit mention because of their im: 
portance. Section 3 of the Interstate Commerce act forbidding undue rail- 
road preferences and prejudices to ‘‘any person, locality, port, port district, 
gateway, or transit point, or to any particular description of traffic,” wa 
amended by the addition of ‘‘region, district, territory” to the list of places 
and areas. A similar addition was made in the sections dealing with motor 
and water carriers. These changes reflect the influence of interests in the 
South and Southwest which have been complaining for some years about 
the alleged discriminations against their sections in favor of the East.” 


2. 


* The Tennessee Valley Authority report entitled The Interterritorial Freight Ru 
Problem of the United States, House Doc. no. 264, 75th Cong., 1st sess., 1937, exerted 
prime influence in crystallizing sentiment in opposition to the existing interterritorial 
freight rate structure, particularly class and industrial commodity rates. (See also a supple: 
mentary report by the same agency, House Doc. no. 271, 76th Cong., 1st sess., 1939.) In 
1939, bills were introduced into both Houses of Congress for the purpose of prohibiting 
higher interterritorial freight rates than destination territory rates, distance considered 
(H.R. 188 and S. 158). These efforts failed, but the legislative objectives of the pro 
ponents were partially realized in the new Act. The southern group has also carried it =a 
case before the Commission in what is known as the Southern Governors’ case. In this cast, © ales 
the eight states of Alabama, Florida, Georgia, Louisiana, Mississippi, North Carolina, South 
Carolina, and Tennessee, sought favorable rate reductions on about two dozen industrial 
commodity descriptions which moved to eastern markets by rail. The charge was that these a 
rates were unduly discriminatory as compared to similar rates within the East (Offical . 
Rate Territory). The Commission found that unlawful discriminations existed in abou! 


| 
| 
| 
| | 
| 
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The Act made another change in Section 3 by adding a paragraph direct- 
ing the Commission to carry out a policy of granting rates to shippers of 
wheat, cotton, and all other farm products for export on the ‘‘same prin- 
cip les as are applicable in the case of rates on industrial products for ex- 
port ' This was a modification of the Jones amendment previously adopted 
by the House which provided that shippers of agricultural exports should 
have “substantially the same advantage of reduced rates’’ as compared to 
shippers of farm products for domestic use, that shippers of industrial 
products for export have as compared with shippers of industrial products 
in the domestic trade. This provision also represents a concession, how 
© important it is difficult to know without administrative interpretation, to 
d farm interests in the Southwest which pay the full domestic rates on wheat 
) and other agricultural products moving in the export trade. 

; further change of great interest to users of service and to consumers 
places the burden of proof upon a commercial carrier by rail, water, or 
ghway to show that any proposed change by it of a rate, fare, charge, 
classification, rule, regulation, or practice is just and reasonable. The pre- 
vious law had laid this burden upon a carrier only when it proposed to 
increase a rate, fare, or charge. It is apparent that a deterrent to entrepreneur 
tiative in making rate reductions is added to the law, and it is problem- 
whether the benefits of science, management, and invention will 
henceforth be made available to users at lower rates as rapidly as would 
rwise be possible. 

Considerable debate developed over the wording of an amended rule of 
rate-making. The carriers wished to have restored to the law something 
kin to the “fair rate of return on a fair value” rule, which had been 
= dropped from the Interstate Commerce act in 1933 after a trial of 13 years. 
| Stress was laid by them upon the “revenues’’ approach which would re- 

te the Commission to adjust the rate level more or less automatically in 
line with the financial needs of the carriers. Congress rejected this view, 
t ran into difficulty in trying to broaden the rule to cover the movement 
f traffic by water and motor carriers as well as by railroads. Fears were 
ressed by some that the Commission might attempt to establish water 


f of the cases alleged. State of Alabama ef al. v. New York Central R.R. Co. et al., 
LCC. 255 (1939); 237 I.C.C. 515 (1940). Additional publicity has been given to 
by the publication of the Report to the President on the Economic Conditions 
South, July 25, 1938, by the National Emergency Council, which used the findings 
l.V.A. report as the basis of the charge that one fundamental factor in retarding 
r economic development of the South has been the unduly discriminatory inter- 
| freight rate structure (see pp. 58-59 of the Report). A comprehensive investiga- 
lass rates, consolidated freight classifications, and motor freight classifications in 
s of the country was announced on July 29, 1939 by the Commission on its own 
(Dockets 28,300, 28,310, and MC-C 150). At this writing, December 11, 1940, 
ngs have been held, although it is understood that preliminary plans for the 
tion have been formulated 
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or motor carrier rates at a high level in order to protect rail traffic an( 
revenues. As a result, Congress decided to require the Commission to cop. 
sider, in prescribing just and reasonable rates, among other factors, the 
“effect of rates on the movement of traffic by the carrier or carriers fo; 
which the rates are prescribed.” Thus rates are presumably to be fixed with 
an eye to the effects on traffic only of the agency directly concerned, and 
not of competitors. 

The long-and-short-haul section was changed in two important respects 
First, the equidistant clause’* was repealed, and, second, the provisions of 
the section were extended to include water carriers subject to Part II] 
However, motor <arriers regulated under Part II continue to be exempted 
from the clause. 

After much discussion the decision was reached to require the fede 
government to pay full commercial rates for the transportation of pas 
sengers and property, provided the carriers would release their claims 
against the United States to lands granted under the land-grant statutes. As 
exception was made in the case of transportation of military or naval prop 
erty and of members of the military and naval forces and their property 
when traveling on official duty. Thus on a guid pro quo basis the govern 
ment expressed willingness to cancel the reduced rate agreements (usual) 
50 per cent) with the land-grant carriers. It is estimated that this provi 
sion if accepted by the railroads will add about $7,000,000 to their tev: 
enues annually. 

The Reconstruction Finance Corporation act was amended in severa 
particulars. The previous act was retained, but liberalized to includ 
authorization of loans to receivers or trustees as well as to railroads, t 
remove the requirement that Commission approval be given in case of 
purchases or guarantees of raiiroad obligations made for the maintenanc: 
or purchase of equipment for carriers not in receivership or trusteeship 
and to increase the limit on the total amount of loans and commitments 
to carriers from $350,000,000 to $500,000,000. 


RALPH L. DEWEY 
W ashington, D.C. 


“The equidistant rule reads: “If a circuitous rail line or route is, because of such 
circuity, granted authority to meet the charges of a more direct line or route to or from 
competitive points and to maintain higher charges to or from intermediate points on it 
line, the authority shall not include intermediate points as to which the haul of ¢ 
petitioning line or route is not longer than that of the direct line or route between thé 
competitive points.” 
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REARMAMENT, RECOVERY AND MONETARY POLICY’? 


We are at present faced with the triple problem of rearmament, recovery, and avoidance 

ce inflation. An acceptable monetary policy needs to be calculated to achieve all three 
ectives, plus the maintenance of full employment once obtained. With the present rapid 
surge toward full employment and the special pressures for arms production, conflicts of 
interest appear likely, especially over wage increases. Adoption of a stable policy “rule” 
(such as price stabilization) as the basis for monetary and fiscal policy might provide the 
basis for a workable “truce’’ between labor, monetary authorities, and those in charge of 


rearmament. 
Other primary advantages of monetary stabilization around a stated “rule” are (1) 
basis it provides for “equity,” (2) its stabilizing effect on business conditions, and (3) 
- elimination of the necessity for further centralization of power in the hands of dis- 
etionary monetary “authorities.” The arguments that adoption of such a stable policy 


Lit 
would involve loss of desigable flexibility have been much overstated. 
The choice between alternative “stable money” policies is largely a matter of expe- 
Present institutional conditions, especially in regard to labor, point toward price 
bilization as the most expedient choice. 


Our country is at present faced with three major ‘‘economic’”’ problems 

rearmament, restoration of a higher level of employment and income, 
nd avoidance of unwanted price inflation. Apparently the second is now 
well on the road to solution, temporarily at least, but the other two are 
still very much in the “unsolved” stage. We need, then, to make every 
effort to assure (1) that the upward surge in employment and income is 
not cut short, (2) that the “recovery” surge is prevented from leading 
to the excesses of price inflation, (3) that the rearmament program is ex- 
pedited, and (4) that the “‘prosperity” now being attained is made a 
permanent” one, if at all possible. It is the purpose of this note to consider 
briefly the part monetary policy can play in obtaining this four-fold ob- 
jective 


I 


Today we are inclined to assume that the arms boom will lead to ab- 
sorption of most involuntarily unemployed persons within the next year 
or so, and probably this assumption is well founded. But in spite of the 
fact that the “‘recovery’”’ problem now commands much less of our attention 
than it did a few short months ago, it is advantageous to restate certain 

rvations on the connections between monetary policy and recovery as an 
troduction to the suggestions advanced in regard to the other points. 

[he recovery effort, insofar as it has been wisely conceived, has been an 
cttort to stimulate private investment. For several reasons this effort has 

viously such a brief note as this makes no pretense of a complete statement of the 
involved in the problem under discussion. The purpose is only to present certain 
erations which seem to the writer to have been too commonly overlooked or under- 
ized. This note was drafted in the early autumn of 1940. 

m indebted to conversations with Professors L. W. Mints and Henry C. Simons of 


ersity of Chicago, and my colleagues, Dr. A. G. Hart, Dr. Charles Shohan, Dr. 
thard Tintner and Miss Isabelle Kelley for suggestions on several points included in 
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so far been only partially successful. One of the most prominent criticisms 
of the New Deal has been that its monetary and fiscal policies have created 
so much uncertainty as to retard seriously private investment which would 
have taken place in the absence of such uncertainty. 

It is obvious that to the extent business-men fear “‘inflation’”’ or ““govern- 
ment bankruptcy’”’ or any other such bogey, be the fear rational or irra. 
tional, it does act as a restraint upon their undertaking large-scale, long. 
period investments. To large numbers of business-men (investors), the 
most imminent potential cause of topsy-turviness is the financial policies 
of the government, especially now that the supposed security of the gold 
standard has vanished and its place been taken by a group of discretionary 
authorities who are profoundly disliked and distrusted by many of the 
business fraternity.” 

Persons advancing this criticism often argue or imply that if power wer: 
to be removed from the hands of New Deal ‘“‘authorities,”” much of the un- 
certainty would be removed and recovery would take place. Some sugges 
that to restore confidence (certainty) we need a stringent statutory limit t 
the amount of money which can be issued, others that we need a strict statu: 
tory debt limit, some that we need a guarantee that the price level will be 
held stable, and so on. The firm believer in democratic government wel: 
comes this emphasis on government by laws (rules) rather than by men 
(authorities ) ; but the claim that the way to get recovery from low levels of 
employment and income is to adopt a “rule” for monetary policy is 
palpable overstatement. 

The introduction of greater monetary certainty would surely be of co: 
siderable importance (other things equal) in leading toward greater pane 
investment; but the real virtues of monetary certainty (‘‘rules’’) lie in its 
powers as a long-run “‘preventive,’’ not as a short-run “‘cure,” for busines 
depressions and booms. To wait until the economic system has gone throug) 
spectacular gyrations and ended up prostrate in a depression, and then t 
expect the elimination of monetary uncertainty to act as a stimulus t 
recovery, is completely to misread the arguments of those favoring such 
monetary steps and badly to underrate the virtues of their proposals. Yet 
is in this light that most of the proposals for monetary “rules” have bees 
judged.* Intelligent proponents of such monetary “‘rules’’ as price stabiliza 


*It is true, of course, that the “protection” given by the gold standard was large 
illusory, and that there has been a large element of discretionary management of moneta‘ 
policy under the so-called gold standard ever since it came into existence, especially 
recent years. But the important thing was that people believed in it—felt that it guarante¢ 
real certainty and protection against financial debacle. 

It should be obvious that any such argument that uncertainty is detrimental to busine 
prosperity is applicable to all types of uncertainty, not only to monetary and fiscal unce 
tainty. The differences are of degree, not of kind. 

*The controversy as to whether or not the recent Swedish experience 
price stabilization is adequate to check business recession and promote recovery 1s 4 “i* 
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1s tion and stable income per capita do not claim they would bring revival 
_d from depressed levels of investment and employment. What they do claim 
ld = |. that inauguration and maintenance of such a monetary rule at a time 
f relatively full employment would be a fundamental step toward the 
o- B® preservation of such employment, since this monetary policy would mini- 
2- [I mize tendencies toward cumulative business expansion or contraction and 
2 He would act to check such cumulative movements in their early stages if 
he they did develop.‘ 
iss [i Although arguments in favor of such monetary rules as price stabiliza- 
id y well have been premature during the past few years, they may 
ty [i not be now. The picture is rapidly changing, especially since the tremendous 
the ie t given domestic investment and employment by the domestic rearma- 
B ment program and international conditions. In such an “‘emergency”’ pro- 
efe J cram as we are now undertaking there is great danger that strains and 
un’ [stresses will develop among the various group interests involved, especially 
est FB between organized labor and the rearmament authorities and between both 
t0 HB of these and the monetary authorities. There is every reason to suppose that 
tu: I there will soon be demands for higher wage rates, especially where bottle- 
be HR necks become evident in industries connected with rearmament; and surely 
vel 
nen : common assumption is that, if it is shown that price stabilization did not 
“¥ recovery, then price stabilization deserves no further consideration. No recogni- 
} of the fact that the real case for any monetary rule lies in its power to main- 
S ty, not to obtain it. Thus, even /f it could be shown that monetary stabilization 
uld not receive much credit for the Swedish recovery, this would be largely 
the real case for a monetary rule, adopted in a time of “prosperity.” 
fusion between “long-run” and “short-run” considerations is particularly 
v4 monetary discussions today, but it is also painfully evident elsewhere: (See 
2 b Viner’s presidential address, ‘Short and Long View in Economic Policy,” 
R xxx (1940), 1-15, for an emphasis on the need for more attention to the 
nes It is not difficult to understand the preoccupation with short-run problems 
gl ietary theorists during the past decade. But unfortunately this interest seems 
% lave turned attention away from a more fundamental problem—that of 
g a set of rules or basic principles for a framework within which the monetary 
Ss is a stabilizer, rather than an aggravator, of business fluctuations and car 
suc it continuous tinkering and ‘‘managing.’”” When there has been a vague 
ret f this long-run problem it has usually been badly confused with the short-run, 
: problem, Even among the really good recent works on monetary theory, almost 
beet to the criticism that they either fail to specify adequately the institutional 
iliz within which the discussion proceeds or fail to set forth the type of framework 
we might expect the system to work satisfactorily, or both. (See Henry C. 
arg ew of A. H. Hansen’s Full Employment or Stagnation?’ Jour. of Pol. Econ., 
net , 272-76, for an excellent criticism along this line.) This methodological 
lly netary theory between short-run and long-run means and ends has had 
unt tunate results: (1) in leading to a great disparity of conclusions for policy; 
ng to proposals for policies self-defeating in the long run—e.g., a policy which 
usin t keeping monetary expansion just great enough to maintain full employment; 
un 


ling to confusion as to the applicability of conclusions to existing problems. 
&§ t rable to face the problem of formulating a good set of rules, or framework, 
y system, both for its clarifying effect on theorizing and for the effect it 
current policy proposals. 
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labor will resist suggestions that regular hours of work be lengthened, i.e, 
will insist that the higher overtime wage rates become the marginal labor 
costs. With the sharp increase in industrial production and in construction, 
and with the tremendous excess reserves in the banking system, it is uncom- 
fortably possible that a considerable rise in the price level may be in «core. 
This is made somewhat more likely by the “Keynesian” leanings of some 
of the present monetary authorities. Bluntly, the danger is that we may get 
into a sort of race between (1) labor leaders forcing up wages with the 

increased demand fer particular types of labor, (2) monetary authorities 

continuing monetary expansion to ease unemployment, and (3) rearma- 
ment officials and industrialists intent on the most rapid production possible 
without too much care for the absolute level of costs and selling prices of 
their products so long as the relationship of the two remains satisfactory 
A brief recollection of the events during the similar circumstances of the 
last World War should serve to demonstrate that the danger is not pure 
fancy. 

Throughout the entire period since 1933, this same problem has beer 
evident, with organized labor, increasingly powerful, forcing up wage: 
while monetary authorities carried out expansionary, price-raising policies 
| in an effort to increase employment. At the extreme this sort of proces 
tends to degenerate into a simple race between the two, each endeavoring t 
anticipate the moves of the other, with organized labor no better off in 
terms of real wages and the monetary authority likewise no better off ir 
the attempt to decrease unemployment, whilst society in general bears th: 
burden of a changing value of money. 

Avoidance of this sort of race can be assured only by some sort of truce 
between the different interests involved. Perhaps the strongest argument ir 
favor of such a monetary rule as price stabilization® at present is just this- 
that it would provide a tangible basis for such a truce. No one can blame 
labor for upholding its own interests in striving for higher wages, espe 
cially in the face of rising prices where stable money wages mean declining 
real incomes. At the same time it must be apparent that, given no increase 
in productivity, higher money wages with a constant price level mean us 
employment. In the face of such upward pressure on wage rates, the ex 
pected resort would be to higher prices to maintain real wages and employ 
ment constant in the face of higher money wages. This sets the stage for 
further increases in wage rates, thus putting under way the upward spiral of 
wages and prices. Acceptance of a stable price level by all parties woul 
introduce a “‘stabilizer’’ in this sensitive relationship. 

The likelihood is that actually production will face tight bottlenecks 
the rearmament program, and that wages will be forced up most sharply 12 


*Say of wholesale commodity prices. The problem of what price index might ™ 
stabilized is definitely secondary. See infra for further discussion. 
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particular areas, while there may remain considerable unemployment else- 
where. In this event, higher prices are apt to result largely in a quasi-rent 
to these scarce factors (skilled laborers), without appreciably helping even 
to expedite production of armaments. The important fact is that monetary 
policy is impotent here either to increase employment or to expedite pro- 
duction of armaments. Correction of this malallocation of resources and 
reform of its causes must come directly through an attack on the restriction- 
ist labor policies which have led to and maintain shortages in crucial occupa- 
tions, and by positive steps to increase the mobility of labor. We simply 
must decide whether the interests of particular union groups (as contrasted 
to the interests of labor as a whole) are more important than expediting 
production and than the supposed American ideal that any person is free 
rn the trade he likes. Equally important is the establishment of ade- 

ite governmental employment exchanges. But we are interested here only 

the fact that, given the present occupational restrictions in industry, a 
higher price level is likely to mean not an increase in total real income 
but simply a different distribution of the total in favor of those groups 
sing restrictionist methods. 

An “unreasonable” attitude on the part of organized labor in forcing 

ige increases can make it impossible for any monetary policy to maintain 
full employment. Apparently, the adoption of some definite rule of policy, 
which labor can understand and on which it can be “‘sold,” provides the 

real hope for a lasting compromise between labor, monetary authori- 

ties, and those responsible for rearmament. A truce built on a stable price 
level would mean that labor would be safe against diminution of real wages 
hrough decreases in the value of money, and it would permit labor to claim 
enefits of increased productivity through higher money (and real) 
wages in any particular occupation. Perhaps to suppose that “labor” could 
¢ persuaded to accept such a truce—that it could be persuaded that its own 
best interests (as a group) lie in wage rates rising no faster than warranted 
by productivity—is merely to dream. But if this persuasion is impossible, 
nomists may as well stop discussing monetary policy except in terms of 
ng one jump ahead of wage increases, and give over their time to 

a study of pressure groups. It is of secondary importance what rule is used; 
the important consideration is that some rule be adopted as a ‘‘stabilizer’’ in 
ple group relationship. Price stabilization appears most feasible at 

t glance simply because of its greater popular appeal.* 

The importance of price stabilization in eliminating wage disputes must 
not be overrated, however. Individual wages are determined in large part 
by present and anticipated prices of the individual products. Price level 
stabilization would of course not stabilize individual prices. Workers, in 
wae ining, would surely take cognizance of these movements within the 


‘ 
Bor 
‘or further discussion of the best type of “rule” or truce, see infra. 
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average. To be successful in maintaining full employment, monetary stabili- 
zation must be supplemented by a labor policy which assures that particular 
wages will not rise while there exists an “excess supply’’ of that grade of 
labor, and that wages will rise when a “‘shortage’’ of that grade of labor 
exists. That is, there must be a labor policy which eliminates present union 
practices restricting entrance into certain trades and also eliminates em. 
ployers’ monopoly power to hold down wages in the face of rising marginal 
revenue productivity (7.e., marginal product times marginal revenue).’ 
With such a labor policy a stable price level policy could go far toward 
maintaining full employment and providing a truce for the various groups 
involved. Without such a labor policy, a stable price level policy is at least 
a step in the right direction. 


II 


There is, of course, much to be said in favor of monetary stabilization 
on the basis of a ‘‘rule” of policy in addition to its usefulness as a basis 
for a truce. But these arguments have been stated many times,® and need 
be mentioned here only very briefly. There is the obvious advantage of 
having a stable value for the monetary unit to promote “equity.’’ More im- 
portant is the central part monetary stabilization, adopted at a time of rels- 
tively full employment, can play in preventing the occurrence of cumul 
tive depressions and booms. Monetary stabilization would be a “preven- 
tive’ in at least two important senses. First, by prcviding a stable monetary 
basis for expectations, it would tend to minimize tendencies toward busi- 
ness fluctuations. ‘If the future were perfectly foreseen by all, the price 
level announced as the programme of the Central Bank would automatically 
become effective, through the anticipations of the public.’’® To be sure, the 
future is not perfectly foreseen, nor will it be. Moreover, entrepreneurs and 
consumers are ordinarily much more interested in particular prices and price 
relationships than in that much maligned average, the price level. But the 
importance of influencing consumers’ and entrepreneurs’ anticipations, s0 
that the influence of anticipations on economic behavior will be in the de 
sired direction, has been grossly underrated. 


"See infra for a further discussion. 
* The most pointed, yet well-rounded statements are Simons, “Rules versus Authorities 
in Monetary Policy,” Jour. of Pol. Econ., xliv (1936), 1-30; his A Positive Program fo 
Laissez Faire (University of Chicago Public Policy Pamphlet no. 15); and Frank D 
Graham, “The Primary Functions of Money and Their Consummation in Monetary Policy, 
Am. Econ. Rev., xxx (1940), 1-16. The Swedish literature has placed considerable em 
phasis on this aspect of monetary policy. Cf., ¢.g., Gunnar Myrdal, Monetary Equilibria 
(London, 1939), especially chap. 8; and Erik Lindahl, Studies in the Theory of Mone) 
and Capital (New York, 1939), pp. 199 ff. Lindahl’s Penningspoli’ikens Mal och Mede, 
(Malmo, 1930, in Swedish), the foundation-stone of many of the more recent Swedis! 
works, takes as its central premise the proposition that the main aim of monetary polid 
should be the minimization of monetary uncertainty. 
* Lindahl, Studies in the Theory of Money and Capital, p. 200. 
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But even should business expansion or contraction be set under way by 
changed anticipations, monetary stabilization, if maintained, guarantees that 
the tendencies will not result in the great cumulative waves of expansion 
and contraction we know as serious booms and depressions. Whether mone- 
tary factors are considered causes or reinforcing factors they are surely the 

ine gua non Of really severe booms and depressions. This is not, of course, 
to say that price stabilization alone would be a guarantee of business 
stability. Such a view would be naive. Price-level stabilization (or any other 
such rule) is not a counsel of perfection—it is a precept of action. But 
such a rule for monetary stabilization can play a very important part in 
maintaining full employment, once it is attained. Any boom would directly 
lead to rising prices, which would call for monetary contraction to maintain 
the stability of the price index; any important recession would lead to fall- 
ing prices, which would call for monetary expansion to maintain the stability 
f the price index.’ In either case the price index would call for exactly the 
monetary action calculated to check the tendency of business to unwarranted 
expansion or contraction; and the monetary action would have to be con- 
ed as long as the price index reflected important deviations. In terms of 
nticipations, worsened anticipations might set a recession under way in 
the face of monetary stabilization; but if sufficient monetary action was 
taken immediately to return the index to normal, the pessimistic expecta- 
tions would not be realized and a cumulative wave of worsening anticipa- 
tions would be prevented. The converse would be true in the case of ex- 
pansion. It should be obvious that any other similar plan, such as Hawtrey’s 
stable per capita income proposal, would give essentially the same results 

| be subject to the same limitations. 

Lastly, there is a need in the midst of our present ‘‘emergency” program 
to take every care lest we lead ourselves into precisely the authoritarianism 
we seek to avoid. On top of the cumulative increase of authoritarian “p!an- 
ning’ in economic life, the present rearmament program promises to impose 


This assumes the use of a sensitive price index, which would reflect reasonably 
ly important changes in the level of business activity. 

Implementation of any stabilizing “monetary” policy must obviously be in terms of 

netary and fiscal action. When the phrase “monetary rule” or “monetary policy” 


orities J 'S used, it is intended to include fiscal policy. This paper is not concerned with problems 
am for ; of implementation. Yet three major comments need to be made here, First, the grant of 
nk D | Power to the monetary authority to enforce the rule (policy) adopted ought to be very 
olicy, = generous. Second, implementation of such a policy could not be successful without at 
le em i ‘ two important reforms: (1) greater unification of fiscal and monetary policy; and 
Jibrinm p \-) Stricter control over our fractional reserve banking system, preferably through raising 


Mone} ; etve requirements and stricter control over money substitutes. (Cf. Simons, ‘Rules 
Mede! = ‘ersus Authorities in Monetary Policy,” op. cit.) Third, the problems of implementation 
wedisi ic De very much the same as those faced in amy monetary policy which seeks to ‘‘do 
} polig : thing” about business fluctuations. The common argument against a monetary rule on 
| impossibility of enforcement carries much less weight if viewed in proper 
‘chive—t.e., in comparison with the likely alternatives. 
tis assumed throughout this discussion that implementation is (can be) successful. 
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a much heavier control. While this control may well be necessary as an 
emergency measure, it is surely desirable to avoid blind recourse to cen- 
tralization of power. The central argument for more authoritarian regula. 
tion and “‘planning’”’ is that the necessary codrdination and codperation can- 
not be obtained without it. An example in point is the danger of employer. 
employee conflicts over wage rates holding up production. Adoption of a 
“rule” of monetary policy such as price-level stabilization could be of major 
importance in withstanding the rush toward authoritarianism. If such a 
policy could be made the basis for a truce between various group interests, 
it might well protect the interests of each of them from encroachment by 
government “planners,” thus saving them from greater losses than they 
ever feared at the hands of each other. The surest way for labor to avoid 
[ loss of many of its newly gained liberties is by so codperating on wage rates 
and working hours as to make authoritarian pressure unnecessary. Yet with- 
out assurance to the contrary, labor justifiably fears that price increases wil! 
cut real wages if it agrees not to press for higher money wages. Similarly, 
we, the general citizenry, will gain tremendously in preserving democratic 
government, if we can find a rule to replace discretionary authorities in the 
all-important field of monetary and fiscal policy, quite aside from the ad- 
vantages gained in maintaining business stability. Positive, close control 
of the monetary system along stabilizing lines is surely one of the primary 
functions of government in a liberal democratic state. Stable rules as to 
money (monetary certainty) are among the most important of the essential 
“rules of the game.” 


Il 


There are important objections to the adoption of a monetary rule. One 
often heard is that such a rule (policy) would not necessarily eliminate 
business fluctuations. This is of course true, but largely pointless. The real 
issue is whether such a monetary policy would do more to eliminate fluctuz 
tions and to expedite rearmament than the present or some other polic 

Most important is the argument that especially now we need to maintain 
every possible bit of flexibility to face the uncertain future—that to tie the 
hands of the monetary authorities at such a time would be most unwise 
To be sure, flexibility is highly desirable, but it is informative to pause and 
ask, exactly what sort of flexibility? The classical argument against a mone 
tary rule here has been that it would tie the monetary authorities’ hands 
in the face of (1) labor pressure for higher wages, and (2) depreciation 0! 
foreign currencies to our disadvantage. But if the preceding argument thet 
some such monetary rule can provide the basis for a truce on wage anc 
price increases is correct, the loss of flexibility on the first score is n0 
important. Indeed, it would be a tremendous gain from the present situ 
tion where there is no “‘stabilizer” in the wage-price relationship. Second, 
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in the present world one can hardly hope for a stable exchange standard. 
If domestic stabilization here means more sharply fluctuating exchange 
rates, this is a small price to pay for the blessings of domestic business 
stabilization. But it is by no means sure that domestic stabilization would 
necessarily mean more sharply fluctuating rates. Exchange equalization 
funds can do much to eliminate temporary deviations; and if we are to 
dominate the Ameiicas more than ever, it seems likely that domestic stabili- 
zation here would do much to promote stabilization in those other coun- 
tries which will presumably be tied to our currency. With the rest of the 
world plunged in war we must recognize the fact of fluctuating exchanges. 
Indeed, in the face of such a world picture, the case for independent na- 
tional stabilization becomes strongest. 

Assuming that we stay out of the actual conflict and that the totalitarian 
states win, there will obviously be nothing left of the traditional interna- 
tional trade picture; and in the mass of government controlled transactions, 
formal exchange rates are apt to be less and less important. If England 
should win and desire to “‘reéstablish” the traditional liberal economic and 
political system in Europe, the picture would be very different. In that case, 
reéstablishment of freer international economic intercourse and interna- 
tional monetary stability would be of basic importance. But here again, our 
lomestic stabilization would surely help by providing a sorely needed basis 
for international stabilization, rather than hinder.’! If we are to become 
involved in the war, probably to expect such monetary moderation as the 
maintenance of a stable price level is merely to dream. For the present, 
however, it need not be a dream, and it surely would be a healthy influence 
in a War economy. 

The loss of flexibility on the two scores stated above thus seems much less 
serious than at first glance. The other main flexibility lost is that possessed 
by discretionary authorities in dealing with particular disturbances, as con- 
trasted to general movements of wages, prices, etc. It is true that crop 
failures, special wage increases in particular occupations, and other events 
may occur and the resulting relative price maladjustments be serious threats 
to business stability. Relative price maladjustments, such as “too high” 
wages and industrial prices based on restrictionist practices, may prove in- 
superable barriers to reaching or maintaining relatively full employment.’ 
What is called for here is a direct attack on all monopoly restrictionist prac- 
tices. But the precise anti-monopoly steps are not in question here—the 
‘mportant thing is that they are a problem quite apart from monetary policy. 

s of course quite possible that stabilization at a different value of the dollar might 
ccome feasible as part of a “good”’ peace. 
a is simple statements as to necessary relationships between “wages” and “the price 


for full employment must be read with important reservations because of the im- 
lifferential movements within the averages, especially in cases where monopoly 


cements are present. 
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No monetary policy can succeed if the relative price problem is not success- 
fully attacked. Monetary stabilization is no cure-all. 

Recognizing that, in carrying out monetary policy, a price disturbance 
from a crop failure should be distinguished from one resulting from a build- 
ing boom, the important fact is that this distinction could be made as weil 
under a monetary rule as by completely discretionary authorities. For under 
a monetary rule the executive authorities surely would be left considerable 
discretion as to the actual means of maintaining the rule (price index). 
For example, a rise in the index caused by a building boom could be at- 
tacked by means directed at that particular disturbance, just as it could 
under discretionary policy. Thus, the abilities of the monetary “experts” 
could be exploited while maintaining the fundamental certainty which 
only a stable basic policy can give. Adoption of a price stabilization policy 
need involve no loss of desirable flexibility which a discretionary policy 
might possess in this connection. 

This compromise of fundamental rule with closely limited discretionary 
power may be the best compromise in the field of monetary policy. If we 
are looking forward to a long-run monetary policy, the assurance of a basic 
stable rule of policy is essential to continued business stability. On the 
other hand, there are obvious advantages in avoiding unnecessary rigidity 
—in leaving as much freedom as possible to deal with varying sources of 
disturbance. In Sweden this compromise seems to have been attained 
without the necessity of any rigid rule.'* There has grown up a tradition, 
generally accepted, that no government will permit serious fluctuations in 
the price level, if this is at all preventable—that no government will over- 
throw the general lines of stabilizing fiscal and monetary policy developed 
in recent years by leading economists and statesmen of that country. In 
short, a high degree of monctary certainty has been realized without the 
necessity of a rigid legal “rule.” This undoubtedly is a close approach to 
the “‘ideal’ situation. But obviously such a combination could succeed only 
in a politically stable country such as Sweden—only in a country where 
both legislature and lay population are well informed and recognize that 
such basic issues as monetary and fiscal policy must rest above the conflicts 
of party lines. Unfortunately the United States has not yet reached this 
state. Here the actual statement of the legal rule is necessary if its advantages 
are to be obtained; and only through the adoption of such a legal rule can 
we expect to develop a tradition of ‘‘sound’’ monetary and fiscal policy 
so strong that no precise legal rule is necessary. Such traditions do not grow 
overnight, but they are well worth cultivating vigorously. 


See R. A. Lester, Monetary Experiments (Princeton, 1939), chap. 10, and Brindley 
Thomas, Monetary Policy and Crises (London, 1936), chaps. 5-6, for good discussions 
The statements here are based on both the available literature and conversations with Mr 
Gunnar Lange, assistant to the Swedish Minister of Agriculture. 
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To summarize, the adoption of a fundamental monetary rule as a central 
tenet of, or guide to, monetary and fiscal policy might do much: (1) to 
minimize group frictions in the stress of the rearmament effort, if it could 
be “sold” as the basis of a working truce, (2) to eliminate the necessity of 
powerful authoritarian control in the all-important field of monetary policy, 
and (3) to provide the basis for a sound, continuing business “recovery” 
and ‘“‘prosperity.”” But adoption of such a monetary rule could not by itself 
“solve” any of the three problems attacked. 


IV 


The critical reader will have been aware of a disconcerting haziness about 
the rule which is to be used. This haziness has been purposeful—to em- 
phasize the fact that the important consideration is whether some such rule 
may not be worth adopting. As Graham has pointed out, the question of 
exactly what rule to use is definitely secondary to the need for some an- 
nounced stable policy: 

. it makes little or no difference, in principle, whether we seek stability by 
keeping per capita incomes horizontal and suffering the general price index 
o move inversely with changes in general productivity or by keeping the general 
price index horizontal and suffering per capita incomes to move directly in a 

\ilar correspondence. 


The large literature on the relative merits of long-run monetary policies 
makes any lengthy discussion here superfluous. The following brief para- 
graphs include only observations on four points which seem to the writer 
to have been under-emphasized. 

(1) In regard to “equity” between debtors and creditors, distinctions be- 
tween various long-run monetary stabilization rules are important only in 

nnection with existing contracts. For all future contracts, assuming the 
monetary rule is publicly known, an allowance for expected changes in 
the value of money would be made in the principal sum (in case of salaries, 
etc.) or in the interest rate (in case of bonds, etc.). Thus the textbook 
standby that creditors gain and debtors lose from falling prices, and vice 
versa, is largely irrelevant in choosing a long-run monetary rule.* The 
greatest contribution monetary policy can make toward achieving ‘‘equity”’ 
is to make as certain as possible the monetary basis for expectations—essen- 
tially Bentham’s dictum that equity consists in the non-disappointment of 
expectations. On this basis there is little to choose between a gradually 


. cit., p. 6. See also the following pages for a good statement of the advantages 
rice stabilization as a rule. 


~ Although existing contracts are affected by the rule chosen, the difference in the 
- of money under alternative plans is apt to be small in any short period of time (when 
‘ting contracts have not yet expired). In any case, concern over this aspect of a monetary 
y has received tremendously more than its share of weight as compared with the 
ced to adopt the particular policy best adapted to business stabilization. 


h 
4 
a 
d- a 
oil 
ef 
). 
at. 
Id 
ch § 
iy | 
icy 
we 
ISIC 
he 
ity 
of 
ed 
on, 
in 
ef: 
ed 
In 
the 
nly 
rere 
that 4 
licts 
this 
can 
row | 
Her 


38 G. L. Bach [ March 


criterion for choice among the alternatives ought surely to be their effective- 
ness in promating business stability. 

(2) The choice between a gradually rising, stable, or gradually falling 
price level must rest primarily on considerations of expediency (e.g., on 
such “‘non-economic’”’ considerations as the attitude of labor leaders toward 
stable money wages). In principle there is no important difference between 
them. Many writers now argue that our economy is ‘‘mature’’ and that an 
inflationary policy of continual governmental “‘shots’’ is necessary, if full 
employment is to be maintained. But if we start from full employment, it 
makes no difference in principle which type of rule is used. If business 
recession should develop, a fall in the price index below the prescribed rate 
of increase (if the rule were gradually rising prices) ,** or an absolute fall 
in the price index (if the rule were price stabilization) ,** or a fall in per 
capita money incomes (if the rule were stable per capita incomes), would 
occur to give the signal for the monetary or fiscal ‘“‘shots’”’ necessary to 
restore full employment. These “‘shots” would be continued until the index 
was restored to the desired position—ideally, until full employment had 
been restored. Whatever index was used would reflect the business decline 
and thus automatically give the signal for inflationary action. 

The particular advantage claimed for a gradually rising price level is 
that this acts as a stimulus to business activity, fundamentally because of 
an expected lag of costs behind selling prices. But if rising prices were 
generally anticipated (as they would be under an announced policy) this 
advantage would be eliminated, since prices of productive services (espe- 
cially wages) would be bid or forced up as rapidly as selling prices. An 
announced rising price rule would thus lose this important advantage 
claimed over price stabilization, and would have the important disadvantage 
of less certainty, since there would always be the pressure to increase the 
rate of price increase ‘‘a little.” A rising price level rule would be political 
dynamite and would probably lead directly back to purely discretionary au- 
thority, with a race between trade unions and the monetary authority. 

It may be that we shall need to stimulate production of armaments by 
inflationary rising prices, but if so, this cannot be an announced policy. 
Whatever advantages are to be gained by this sort of “unexpected” mone- 
tary shots must be weighed as alternative to the advantages offered by 4 
stable rule of policy. 

(3) This leaves price stabilization and “neutral money” (prices falling 
gradually with increasing productivity—including such proposals as Haw- 


Continuing to assume the use of an index of “flexible” prices, which would mirror 
changes in productive activity. See infra, for a brief note on the practical problems involvec 
in making such an index. 


rising, a stable, and a gradually falling price level, except that price 
stabilization provides perhaps the simplest guide to expectations. The major ~ 
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trey's stable per capita incomes) as the major alternatives. Since publica- 
tion of Hayek’s Prices and Production there has been a mass exodus from 
the price stabilization ranks over to the neutral money banner. This shift 
has occurred primarily because of the belief that improving technology 
with price stabilization would lead to profit inflation, which in turn would 
lead to a depression. 

The central assumption of the profit inflation argument is that money 
costs will in fact fall with increasing productivity while prices are held 

p by monetary action, thus “inflating” profits. But if price stabilization 
wete an announced policy, profit anticipations would cause the prices of 
the productive factors (loosely, wage rates) to be bid up accordingly— 
and this rise in costs (wages) would of itself prevent profit inflation. 
Under the classroom assumptions of perfect mobility and perfect competi- 
tion for the factors, this conclusion follows necessarily—there would be 
no profit inflation. The general failure to grasp this simple point presum- 
ably rests on the widespread failure to consider closely the part played by 
anticipation in entrepreneurs’ plans.’" 

But these classroom assumptions are not true to fact, and critics often 
point to the period of the 1920's in this country as proof that the theory 
of profit inflation ‘works?’ They argue that price stabilization “failed” 
to maintain economic stability. The fallacy of this historical argument is so 
obvious as to need little comment. Price stabilization did not ‘fail’ to 
maintain economic stability because there was no price stabilization. The 
severe ¢ disruption of economic activity came following 1929, and the price 
level was not held stable then. Furthermore, the stable price level of the 
1920's was largely a fortuitous by-product rather than the result of a known 
definite policy and hence was not a basis for stable expectations as a defi- 
nite rule would have been, either during the good times or immediately 
following the crash. 

But this still does not answer adequately the fear that profit inflation 
might occur under price stabilization. The primary answer lies in the 
tremendously increased power of organized labor to obtain higher wages 
over what it had a decade ago. The great danger now is that money wages 
would be forced up too fast to permit full employment to continue (7.e., 


"As far as the writer can tell from a fairly thorough survey of the literature, there 
was very little advance made on the price stabilization—neutral money issue from the early 
ssions of Knut Wicksell and David Davidson (around 1900) until the recent Swedish 
rks stressing anticipations, which are only now finding their way into English. The 
ksell-Davidson controversy, carried on for several years in the Economisk Tidskrift 
g publication of Wicksell’s Geldzins und Guterpreise in 1898, early recognized 
gers of “profit inflation,” and then went further into the various results following 
ng entrepreneurial expectations. It was, thus, superior to most of the recent naive 
:! nts which completely neglected the effect of an announced policy on expectations. 
‘or a brief English summary of this early controversy, see Bertil Ohlin’s “Introduction” 

ksell’s Interest and Prices (London, 1936). 
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faster than the increase in productivity), not that money wages would rise 
so slowly as to lead to profit inflation. Any successful monetary policy must 
reckon with wages as the central problem, and on this score price stabiliza- 
tion has the marked psychological advantage of permitting gradually rising 
money wages with increasing productivity. Even though workers would 
be equally well off through higher real wages with constant money wages 
under neutral money, the advantage of the visible increase in monetary re- 
wards is hard to over-emphasize.*® The task of “‘selling’”’ labor on any such 
plan is none too easy at best, and rising money wages are a strong talking 
point. 

Under neutral money, stable per capita incomes mean that average 
money income must remain constant as prices fall with increasing produc- 
tivity. This means that higher money wages for those workers with in- 
creasing productivity must result in lower money wages for other workers. 
This must be true even though all have increasing productivity—the higher 
money incomes of the more efficient can come only with an absolute de- 
crease in money incomes of the less efficient although real incomes of both 
are increasing. Similarly, increased productivity of piece workers would be 
apt to necessitate lower money wages per piece. Such results as these are 
not conducive to pleasant industrial relations or to improving efficiency of 
operation. 

The argument of neutral money advocates that neutral money would 
eliminate the necessity for continual wage conflicts is thus erroneously 
simple. Neutral money would eliminate the need for general wage move- 
ments, but the problem of relative wage adjustments would remain, made 
all the more painful by the fact that relative increases for some would 
force absolute decreases for others. Under price stabilization problems of 
wage changes would remain, but a truce built here looks more hopeful 
Labor would have to recognize that the test of a “too high’’ wage would 
be unemployment in that particular area, beginning from a situation of 
reasonably full employment.’® 

These are only particular aspects of the general proposition that re elative 
adjustments are much easier when the necessity of positive deflationar) 
pressure is avoided. Appropriate monetary policy cannot eliminate the pain- 
fulness of such adjustments, but it can make them easier. Practical expedi- 
ency today dictates strongly the avoidance of unnecessary deflationary poli- 
cies, especially if there is substance to the current gloom over the ‘maturity’ 
of our economy.”° 


” E.g., H. A. Millis, labor expert and for years a labor arbitrator, stresses this point 
in Labor's Risk and Social Insurance, vol. ii of Economics of Labor, by Millis and R. * 
Montgomery (New York, 1939), p. 75. 

” As noted above, however, this test could be adequate only if steps were taken t 
eliminate restrictions now so prevalent on entrance to many occupations. 

* The question of exactly what sort of price index would be most suitable for stabiliz 
tion purposes is a nice one, and the writer hopes to set forth some of his conclusions, based 
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(4) It would be unwise to forget the considerable appeal which stable 
prices have for the “man on the street.”” For many there is something “‘in- 
herently just” about this ideal. And considerable sympathy for price stabili- 
zation has been built up in Congress, primarily through the untiring efforts 

f Professor Fisher and his associates. Ground painfully won should not 
be surrendered too lightly. Much effort would be required to shift this 
allegiance to another slogan such as “‘stable average incomes.” 
G. L. BACH 
lowa State College 


theoretical and practical considerations, at a later date. Strangely enough, in spite of 
normous literature on price stabilization, virtually no attention has been given this 
n of constructing a satisfactory price index. Even in the price stabilization bills in- 

| in Congress, the problem has been left untouched. Obviously, for this problem, 
estion of the particular index number formula used is not the central one—any one 
veral formulas would do almost equally well, since no question of precise measure- 
s involved. The crucial questions are: (1) what criteria should be used in choosing 
modity prices? (2) what weights should be given the various prices used? and (3) 
theoretically desirable prices available for use? (e.g., if we want “important,” 

prices of semi-finished industrial products, are many such prices available?). 
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THE ARMAMENTS PROGRAM AND NATIONAL INCOME 


The armaments program will probably lead to a smaller increase in the national 


income than would a work-relief program involving the same amount of net government , 


spending. This is due to higher leakages in the first-round turnover of armament expendi. 


tures and to the rapid amortization of privately financed capital equipment in the arma.. 


ments field. If the period considered is long enough for complete amortization to take place, 
the expansionary effect of induced investment will be neutralized by depreciation charges. 
The argument may be generalized for use in the evaluation of the income-increasing 


potential of any spending program. 

The purpose of this note is to point out that the dollar-for-dollar value 
of an armaments program in increasing the national income may well be 
Jess than that of a work-relief program. 

In appraising the income-increasing value of any expenditure we have 

to consider not only the met addition to the income stream which that 
expenditure represents, but also the direction of the expenditure. It is the 
second of these considerations which is being dealt with in this note. As far 
as government programs are concerned the first point has been pretty well 
covered in recent discussions of tax policy, and I have nothing to add here. 
What is being compared is the dollar-for-dollar value of two types of 
programs—armaments and work relief—with the comparison put on a 
net basis. Any difference due to choice of fiscal methods is ignored. 
The effect of a spending program on total income is governed by 
(1) the spending reactions of recipients at all stages, or “rounds of 
income,” and (2) the amount of induced investment, also at all stages 
In order to compare two programs, however, it is necessary to follov. tie 
spending only through the hands of one set of ultimate consumers, on 
the assumption that, for all practical purposes, spending reactions and 
induced investment after the initial expenditure has completed an “income 
round” will be the same regardless of the purpose or source of the original 
expenditure.’ 

It is fairly certain that a work-relief program has a greater potential 
as an income-increasing force if investment induced by the primary expendi- 
ture is not considered, attention being focussed on first-round spending 
reactions alone. The direction of work-relief spending is such that leakages 
are at a minimum. There is, of course, the familiar proposition that workers 
in the industries supplying goods for rearmament enjoy a higher income 
than relief workers and hence are likely as a group to have a lower marginal 

“This assumption is, of course, contrary to fact. Ultimate recipients of the primary 
armaments expenditures are a quite different group than WPA workers; the reéxpenditures 
made by the two groups may differ somewhat in direction as well as in volume. If th 
difference is significant there might be an advantage, one way or the other, in investment 
induced by second-round (and subsequent) spending. Also, no account is taken of the 
impact of different programs on “confidence.” In my judgment, these factors, while im 
portant in some respects, are of insignificant magnitude in the special case being (oo 
sidered, and their inclusion in the analysis here would make it unnecessarily cumbersome 
without altering the substance of the conclusions. : 
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propensity to consume. While this proposition seems to be reasonable, 
it is by no means unassailable; it must be proven to be true before any 
conclusions derived from it alone can be relied upon. However, there are 
at least two other important sources of leakages which tend to reduce the 
effectiveness of armaments as compared with relief spending. 
In the first place, rearmament funds do not go directly to consumers, 
but first pass through the business structure where there is some diversion 
) entrepreneurial and corporate income, a very important source of 
ing. Furthermore, a significant portion of the armaments requirements 
|| be supplied by large monopolistic units which are in a better than 
average position to obtain very profitable terms, even in the face of 
preventive legislation and government bargaining. 
~ Second, and probably more important, a part of the expenditure will 
nstitute a transfer of equity in existing property from present holders to 
government. The acquisition of (or payment for the use of) existing 
hipbuilding facilities is a case in point. Such a transfer does not neces- 
sarily affect the income of the recipient, although there may be capital gain. 
Much of it represents a shift in the composition of his assets from property 
ash; there is little ground for presuming that this will materially alter 
; evaluation of current new investment opportunities or will lead him to 
ase his scale of consumption. The amount of funds which will be 
bsorbed by these equity transfers may be considerable. They apply to 
vayments for the use of all existing facilities to the extent that current 


factory and camp sites, rights-of-way, etc.? 

However, in spite of the higher leakages, it is often argued that the 
nary demand of an armaments program will be for a type of goods for 
productive facilities do not exist in sufficient quantity, and that 
refore there will be a certain amount of induced investment in con- 
n with the original expenditure. Since there is very little, if any, 
nduced investment in connection with a work-relief program—the 
expenditures being spread so thin throughout consumption goods industries 
) one segment of the economy is affected sufficiently to call forth 
n expansion—it is held that an armaments program provides an initial 
is, on a dollar-for-dollar basis, greater than that provided by a work- 

relief program because of the plant expansion which it calls forth. 
Now the fact that there will be plant expansion does not by itself 
| us anything about the income-increasing effect of the armaments dollar 
mpared with the work-relief dollar. This is clearly seen in the extreme 
not claimed that this type of leakage is peculiar to an armaments program or even 
icant there than it is with regard to other programs, such as public housing or 
nstruction. In the case of work relief, however, it is practically non-existent, 


ief work is usually done on land already publicly owned, and a minimum of 
pment is used. 
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case where the government itself builds the plant capacity as part of the 
defense program. In such a case the armaments dollar goes to pay for both 
factories and tanks instead of tanks alone, and there is no “induced invest. 
ment” in the sense that the term is usually understood (7.e., private funds 
are not tapped). Clearly, if the government pays for the plant, then the 
dollar-for-dollar comparison with a work-relief program must be based 
solely on the spending reactions of the recipients under the respective 
programs. On this basis alone, because of lower leakages, a work-relief 
program is superior. 

Perhaps the “extreme” case in which plant is paid for out of the arma- 
ments appropriations is not so extreme after all. Our interest is in how 
expansion is financed in fact, and not simply in form. Thus, if the cost of 
privately financed equipment is immediately recovered in the price of the 
goods produced, the effect is practically the same as if the plant had been 
paid for by the government in the first place. We are guilty of double 
counting if we include both the original expenditure and the immediate 
amortization. 

It has been recognized by both business and government that ordinary 
amortization practices cannot be applied to construction for arms produc- 
tion. Entrepreneurs are naturally reluctant to make investment commit. 
ments unless they are reasonably sure that they will recover their capital 
costs; since there can be no guarantee that the demand will continue long 
enough to permit orderly amortization over the physical life of the assets, 
emergency amortization procedure must be adopted. According to the 
Wall Street Journal,’ “those handling the defense program have agreed 
that private industry cannot be expected to supply capital to increase 
production of war materials, which would have no market under normal 
conditions, and that the government should bear this cost.” 

On its part, the government is prepared to permit prompt recovery of 
capital outlays or to assume the risk in some form. Indeed, it has no choice 
Insofar as it depends on private enterprise to construct plants, it must 
permit business-men to recover their costs on at best the minimum terms 
which they are willing to accept. The alternative is for the government to 
build or to finance the plants itself. In any case, the cost of plant expansion 
is ultimately chargeable to armaments appropriations, either directly o: 
through higher prices. 

Immediate full amortization would hardly be typical; perhaps a two to 
three year period will be the general rule in strictly war industries, although 
in some fields obsolescence and experimental demand will be factors mak 
ing for prompt writing-off. At the time of this writing the Treasury has 
indicated a willingness to permit five-year amortization for tax purposes 
This concession is simply a recognition, and not a solution, of the problem 


* June 17, 1940. 
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discussed here. Its effect will be chiefly to limit the field in which the gov- 
ernment will have to make special concessions (or engage directly in build- 

» or financing plants) to equipment the useful life of which is expected 
by entrepreneurs to be less than the amortization period permitted. 

There will be, of course, some privately financed expansion. But on the 
ther hand, there will be price control and taxation errors (inherently in 
ne direction) which will have the effect of the government’s paying for 
more than the cost of the plant. The net effect of such things is impossible 
to determine. However, even granting that there will be a significant net 
contribution from private sources it must be sufficient to offset the added 
leakages if there is to be expansion in excess of that which would be 
produced by the same expenditure on work relief. 
~ In the absence of much data required to determine the magnitude of 
the forces it is impossible to say definitely that there will or will not be 
such an offset. It seems to me, however, that the best we can hope for is a 
level of activity temporarily higher than that which would be brought 

out by an equivalent relief expenditure, and that this temporary advan- 
tage will be speedily turned into a disadvantage as the short-term amortiza- 
tion factor comes into play with large withdrawals to pay for equipment 
which is not to be replaced. 

Certainly we cannot expect a superiority of armaments expenditures 
ver work relief if the program is considered for the entire period during 
which expenditures will be continued. In the case of a five-year program, 
for instance, we can accept it as a fact that most of the amortization will 
have taken place before the five years have passed, and this amortization 

ll be chargeable to the defense appropriations. Therefore, since there 
will be little private income stimulation extending beyond the period of 
rearmament, the ruling consideration is the extent of first-round leakages 
under the respective programs, which are less with respect to relief spend- 

The conclusion of this note, then, is that if our objective were to increase 
the national income rather than to increase our military strength, it would 
be better done with the same government expenditure over a definite 

tiod of, for instance, five or ten years by a work-relief program. 

This analysis does not, of course, lead to any conclusion about the virtues 
of work relief except as a means of distributing purchasing power for the 
purpose of increasing the national (money) income, a poor criterion—if 
taken alone—by which to judge a program. Work relief is in many respects 
n undesirable form of public enterprise, and it will continue to be un- 


lesirable so long as statutory restrictions limit the effectiveness of the 
york. It is used as an example in this note simply because it serves as a 
good illustration of the case where little induced investment can be ex- 


pected from the primary expenditure and where first-round leakages are 
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small. Similarly, an armaments program is used as an example of the case 
where a great deal of induced investment is absorbed by rapid amortiza- 
tion and first-round leakages are significantly iarger. 

The points made may be generalized to apply to an evaluation of the 
income-increasing potential of any two programs: 

(1) In the very short run privately financed expansion can be added to 
the government expenditure only to the extent that it is not offset by 
higher first-round leakages. 

(2) In a period long enough to cover complete amortization, the extent 
of first-round leakages is the dominant consideration. 

(3) In any program of an emergency nature, which is not expected to 
continue, amortization of privately financed capital built solely to satisf; 
the emergency demand may be extremely rapid, and hence much of the 


income-increasing value of the private investment will be cancelled out 
JOHN LINDEMAN 


The George W ashington University 
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STRIKES IN A DEMOCRACY 


The popular notion that strikes are unreasonably costly is not well founded. Real and 
fancied strike evils have led to many “‘solutions."’ These solutions generally fail to distinguish 
setween strikes over rights and strikes over interests. The former may be adjudicated, the 

ter may not, The ordinary strike to increase wages, shorten hours or improve working 

tions is a democratic alternative to authoritarian determinations. Some limitations on 

es now exist, and others could be introduced without violating the principles of 

racy. It would be reasonable to compel adjudication of disputes involving rights, to 

it altogether strikes in public utilities, to compel settlement in any strike when the 

Du s suffering seriously, and to require limited production of certain commodities 

and services during some strikes. These restrictions would raise the struggle for status 
higher level and would protect the public interest. 


The common belief that unreasonably great losses of time and money 
result from industrial disputes is not well founded. Most of the production 
lost during a strike is usually made up either before or after the strike, by 
the persons directly involved or by others. Indeed, it is not possible to 
estimate accurately the simplest and most objective elements of strike costs 

namely, the man-days or wages lost; “and any figure on the total cost of 
strikes would be even more fictitious.” Nor can the direct and indirect 
gains to be used as offsets be measured, such as reductions in waste and 
efficiency and increased use of machinery, where these occur. 

Even if exaggerated estimates of strike losses should be accepted as 
reasonably accurate, it would still be true that those losses are relatively 
small. The annual cost of industrial accidents in the United States has 
been estimated at between three and five billion dollars, and the cost of 
sickness at from eight to ten billion dollars. The cost of unemployment not 
the result of strikes, accidents and sickness is tremendous, especially that 

f recent years, and more especially if the unemployment of land, capital 
nd management is included, as it should be. These estimates, it should 
be noted, are also commonly exaggerated, but when all allowances are 
duly made, the losses are still appreciably greater than those occasioned by 
lustrial disputes. 
The real and fancied evils resulting from strikes have led to many pro- 
sed “‘solutions.”” One extreme proposal, rarely advanced openly, is that 
they should be completely outlawed and that the free play of competitive 
forces should be depended upon to establish desirable conditions of em- 
ployment. As a “‘solution” of the problems involved, this proposal has no 
merit whatsoever. For prohibiting the strike would not establish sufficient 
freed m of competition to bring about desirable conditions, and such an 
absolute prohibition could not possibly be enforced in a democracy. An- 


‘ons or regulations of any kind. Advanced by left-wing radicals, this pro- 


Florence Peterson, Strikes in the United States, 1880-1936, U. S. Bur. of Labor Stat., 
no. 651, 1937, p. 11. 


S ther extreme proposal is that strikes should be permitted without restric- 
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osal is intended to make possible that solution of labor problems which 
would follow the overthrow of a capitalistic democracy. It is on a par with 
and deserves as little consideration as the reactionary proposal to prohibit 
strikes altogether, and for the same reasons—namely, that its adoption 
carries no assurance of justice and it would not be tolerated in a democ-. 
racy. 

Compulsory arbitration has also been offered as a general solution and is 
as good as any other panacea and perhaps better than most. Yet Governor 
Allen was right when he said that arbitration “holds no guarantee of 
justice.”’? For after all, successful arbitration consists largely of “awarding 
with much unction the lion’s share to the lion.’’* That, however, is not 
what makes compulsory arbitration unacceptable as a panacea, for there 
is much to be said in favor of awarding the lion’s share to the lion, with 
or without unction. The trouble with compulsory arbitration lies in the 
inherent difficulty of determining what constitutes the lion’s share. If that 
could be done, then arbitration might well succeed, and disputes might be 
resolved in the council chamber instead of on the industrial battlefield, 
assuming that the contending parties are aware of their relative strengths 
and that the awards could be enforced. When applied generally, com- 
pulsory arbitration has not in the past been notably successful, and there 
is no reason to suppose that it could be more successful in the future. 

The Kansas industrial court was supposed to have been based on a still 
different principle—namely, adjudication. The court was supposed to dif- 
fer from an arbitration board because it was composed of impartial mem: 
bers; it was a continuous body; the scope of its power was far-reaching: 
it emphasized the public welfare and laid just emphasis on fair returns 
to capital as well as fair wages; it settled controversies in accordance with 
established rules of justice. It must be admitted that in some respects the 
court did differ from arbitration boards established to settle labor disputes, 
but those differences were not really fundamental. 

A fatal weakness inheres in these and in most other proposed solu- 
tions of the so-called strike problem. For there are two fundamentally dif- 
ferent types of strikes and the same treatment is not applicable to both 
The first of these types consists of strikes involving the interpretation and 
application of a collective agreement duly made by workers and employ 
ers. These have been called disputes concerning rights, for the agreement 
does establish rights and obligations and the agreement having been duly 
and properly made may be considered a contract.* Disputes of this type 
are adjudicable, for adjudication consists essentially of determining 2 000 


* Message to the special session of the Kansas Legislature, 1920, House Jour., pp. 1? 

*B. M. Squires, Mo. Rev. of the U. S. Dept. of Labor, Sept., 1918, p. 19. 

‘John V. Spielmans, “Labor Disputes on Rights and Interests,” Am. Econ. Rev., Just 
1939, pp. 299-312. 
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troversy in accordance with reasonably definite and generally accepted rules, 
and there has been developed a code of law which can be applied to them 
by a trained judiciary whose decisions can be enforced by the police powes 
of the state. It is significant that in deciding disputes of this nature, judges 


© are not called upon to dispense justice, but they are called upon merely 


to apply the established rules, which rules were known to, or could reason- 
ably be expected to have been known to, the contracting parties. 

The second type consists of strikes resulting from failure to agree upon 

terms and conditions of employment and thus involve interests, as 


. ) distinguished from rights. For the resolution of these disputes there are few 
© reasonably definite and generally accepted rules that can be applied. 


Cost of living studies made by various agencies give us reasonably ac- 


» curate notions of what wages should be to afford decent minimum stand- 
© ards of living. Indeed, legislatures, boards and commissions have quite 
P venerally established wages, and although these have usually represented 
> the extreme lower limit of fairness, yet they have generally reflected com- 


D living standards and wages for skilled and clerical workers is infinitely 
2 more complex. Not only are there differentials to be maintained, but an- 
© noying and baffling problems of jurisdiction over different and changing 
© types of work as well. Stagnant pools of capital and labor resulting from 
» secular movements in an economy present serious difficulties, and authori- 
© tarian determinations of wages, profits, interest, and prices may intensify 
) rather than alleviate the accompanying distress. Furthermore, administra- 


tive expediency and considerations of cost would almost certainly lead to 
broad determinations applied generally and with too little regard to 
special and local conditions and exigencies, with considerable resulting 
confusion. Sub-standard workers will accept what is given them, but it 


would very likely be extremely difficult if not altogether impossible in a 
) cemocracy to secure the general acceptance by skilled workers of authori- 
; ‘atively determined standards of fair wages and working conditions ap, 
plicable to them. 


Commissions have for years regulated the rates charged by public 


tilities and in doing so have presumably attempted to assure fair returns 


» ‘0 capital and management. The success achieved has not been striking, in 


Spite 


e of the fact that the problems involved have been relatively simple, 


} for public utilities are characterized by greater simplicity and stability in 


ctr) 
Lu 


cture and function than our other major industries. Furthermore, the 
cept of a fair return has necessarily been a .ompetitive one. It has not 


| 


p een easy to discover the appropriate competitive rates and to modify them 


+ 


wa the utility in question, and it is even more difficult to establish 
and maintain a just valuation basis. But it would be vastly more difficult to 
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determine the rates that should in fairness prevail in complex and up. 
stable industries and without competitive standards to use as guides. And 
when authoritarian determinations become general, competitive standards 
are no longer available as guides—a simple fact too frequently over. 
looked.* 

Thus a generally acceptable ideological basis adequate for the settlement 
of disputes involving terms and conditions simply does not exist in our 
capitalistic democracy.* Should one be formulated, its application would 
involve the regulation of most prices, considerable supervision of mos 
processes, and a very. great participation of centralized authority in 4l| 
phases of economic activity. No doubt this control would have to extend 
beyond the boundaries of the purely economic. Such powers over the 
destinies of society would have to be exercised by human beings. Placed 
in the hands of persons motivated by high ideals of social welfare, rigor 
ously trained in scientific methods, and possessed of adequate and accurate 
data, they might be exercised properly and beneficently. But democracy, at 
least as we know it—and use of the term in any other sense is generally 
a deliberate subterfuge or the result of ignorance—would cease to exis 
and in its place would come fascism, socialism, communism, or something 
else. Under any effective form of planned economy, unionism and in- 
dustrial democracy as we know them would cease to exist and the prob 
lems of labor would be ‘‘settled’’ by authoritarian statesmen, professional 
party leaders and politicians, by people who “know what is best’’ for the 
worker. And “‘what is best” for the worker would be synonymous with 
what best maintained or promoted the dominant ideology, or rather the 
dominant ideologists. 

The ordinary strike to determine wages, hours and working condition: 
is a democratic alternative to authoritarian determinations or to ‘automatic’ 
social determinations by the unfettered ‘“‘laws of supply and demand’— 
the ultimate test of strength between adherents of conflicting and other 
wise irreconcilable points of view as to what conditions of employmeat 
should exist. Furthermore, the conflict is not between capital and labor 
but is primarily a struggle between one group of workers and the tt 
mainder of the public, directed through and not against the employer 
The most important social consideration involved in strikes of this kind 
is not whether the result be victory or defeat for one party or the othe! 
or simply a compromise, but whether there is a free field and a fair fight 
For with a free field and a fair fight those conditions will result whic 

* Arthur D. Lewis advances Labriola’s “solution” of payment according to ne 
Syndicalism and the General Strike, p. 251. Pigou suggested adjusting the “ normal” wat 
to the cost of living and making further allowances for changes in capital and unemp: 
ment. Principles and Methods of Industrial Peace, pp. 62-63. 


* Wm. M. Leiserson, Right and Wrong in Labor Relations, 1938, pp. 67-68. Joseph 3 
Eastman, Barron's Finan. Weekly, Oct. 3, 1938, p. 9. 
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| reflect the relative strength of the parties concerned and not the ideology 
© of a dictatorship. Of course, the lion, who, it must be emphasized, is not 
me aly ays the public or the employer,’ will get the lion’s share. But the lion 
sets his share everywhere, including all types of totalitarian society, where 
he is no more lovable or charming than he is in a democracy, although he 
may wear different clothing. 

The strike in a democracy need not be, and in truth is not, the brutal 
© and lawless struggle of the jungle, for it is generally conducted in accord- 
' ance with rules of combat laid down and enforced by the people. Thus, for 
m® example, the sit-down strike is illegal, advance notice of intention to strike 
or lockout is sometimes required, mass picketing and boycotting are sub- 
iect to limitations, the use of violence and intimidation is unlawful, as 
is destruction of property, and the use of injunctions is limited. To be sure, 
the rules laid down are frequently violated by both sides, much more fre- 


the rules laid down for the conduct of business—and for conduct in all 
other walks of life, for that matter. Yet if the violations are not excessive 
there should be no great cause for concern, and in this realm of human 
activities we must be prepared to accept as normal a larger measure of 
violations than in many other realms, partly because we are not yet generally 
agreed on the rules and partly because the heat of conflict leads to irra- 


in increasing degree of discipline, self-imposed or super-imposed, is be- 
ing achieved. 
Furthermore, the field of combat has been restricted. Minimum wage and 
maximum hour legislation and regulation in effect eliminate the struggle 
reduce wages or increase hours beyond the established limits in specified 
ccupations. On those limits we are agreed, for the time being at least, 
e forbid combat. Organized employees of governmental units have 
ommon consent voluntarily relinquished the strike as a tactic, and in 
iny event we seem to be generally agreed that “you can’t strike against 
he government.” The National Labor Relations act and several similar 
state acts have declared certain actions to be unfair labor practices, have 
implemented the right to organize and to bargain collectively, and have 
| made unnecessary the strike for union recognition in a considerable portion 
| of our economy, although such strikes are still distressingly common. The 
® Railway Labor act of 1934 provides for obligatory adjudication of dis- 
putes arising out of collective agreements. 
Further restrictions will no doubt be introduced as general agreement on 
desirable measures develops. But because in the democratic crucible prin- 
are refined slowly, rapid progress cannot be expected. Yet even now 


; "Florence Peterson, op. cit., pp. 34, 40, 69. See also John Griffin, Strikes, Columbia 
niv. Press, 1939, pp. 81, 115. 
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it would be possible to take certain additional positive steps to mitigate and 
regulate strikes without seriously violating the fundamentals of demo. 
racy. 

It would obviously not violate any democratic tenet to require that 
all disputes involving the interpretations and application of collective agree. 
ments, as well as those arising from laws or custom, be adjudicated and 
to make acceptance of the award compulsory for both sides. Disputes of 
this character are now frequently settled by joint boards or impartial chair. 
men, where awards are final and binding for the duration of the agree. 
ment, and the practice seems to be growing. The Federal Railway Labor 
act of 1934 established the National Railroad Adjustment Board and te. 
quires that disputes growing out of grievances, or out of interpretation or 
application of agreements concerning rates of pay and working conditions 
shall, if not otherwise settled, be adjudicated by that Board at the request 
of either party. The proposal advanced here differs somewhat, in that ad- 
judication of such disputes would be made compulsory, that is, a strike 
or lockout would be prohibited even though both sides might want to 
“fight it out.” The difference between the two methods is important in 
principle, but in practice the results would be practically the same.* Freedom 
to use machinery for adjudication established by the disputants themselves 
should extend to all cases except those involving rights established by lav, 
where as a matter of public policy recourse should be permitted only to 
government agencies. In any event, the use of strikes, boycotts, picketing, 
lockouts, blacklists and other forms of industrial combat would be pro- 
hibited in disputes involving rights. It would be necessary to insure is 
some way reasonable promptness in the settlement of these disputes, for 
unreasonable delay is extremely provoking and may well constitute justii- 
cation for drastic action, or should at least be considered a mitigating 
circumstance. 

A further step might also be taken without seriously violating the 
principles of democracy. Strikes and other forms of industrial warfare 
to determine wages, hours and conditions of employment might be pro: 
hibited in those industries and occupations such as public utilities where 
the general welfare is directly and immediately dependent upon cot- 
tinuity of operations. Arbitration of those disputes would be made com 
pulsory, although the principals should be permitted recourse to their ows 
arbitration machinery in preference to that established by the state. Here 
however, one is confronted with the argument made above that no adequat¢ 
democratic ideological basis exists for determining terms and with the 
further argument that such action would constitute an unfair discrimins 
tion against public utility workers and others in this group. 


* A. C. Pigou, op. cit., pp. 198-199. 
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them will be to discover the comparable standards prevailing elsewhere. 


© it would serve as a rough guide to the arbitrators and would lead to an 


Se fensible. In all probability, the wages and conditions established would 


p strike begins or any cessation of hostilities while an investigation is being 


| 2 view to developing findings and recommendations that might serve as 
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Convincing answers can be given to both objections. If compulsory 
arbitration is applied in only a limited and relatively small segment of the 
economy, it will be possible for the arbitrators to award to workers in that 
segment the terms and conditions determined by competition for com- 
parable workers in the non-regulated industries. Arbitrators will not be 
concerned with the problem of what constitutes fair and just and adequate 
wages, hours, and conditions of labor. Nor will they need to estimate 


the relative strength of employers and workers. All that need concern 


That will not, of course, be easy to do. There would, however, be some- 
thing of a quasi-automatic, long-run check on the operations of such an 
arbitral body. If the wages and conditions established are relatively un- 
favorable to the workers, there would be a tendency for labor gradually 
to drift out of the regulated sections of the economy, or for inefficiency and 
sabotage to appear, while unduly favorable conditions would have the 
| opposite effects. The check would not, to be sure, operate perfectly, but 


approximate equalization sufficiently accurate to be workable and de- 


generally be somewhat better than comparable competitive standards.® It 
s true that compulsory arbitration would act here to prevent workers 
mployed in strategic positions from exploiting their advantage to the 
fullest extent. But surely that could not reasonably be interpreted as con- 
stituting an unfair discrimination against them. Rather it would simply pre- 
vent them from getting an unfair advantage of the consumers of vitally es- 
sential goods and services. 

Still 2 nother restriction would seem to be defensible. Strikes and lock- 
its in any industry which are causing widespread and serious hardship 
of ng among the public might reasonably be subject to compulsory 
abit . It should be noted that this proposal is not designed to prevent 
the 0 occurrence of disputes that are likely to result in hardship or suffering. 
It is not intended that there should be a “waiting period” before the 


® made. But when suffering actually becomes sufficiently acute to constitute 
a genuine emergency, then government should intervene. Some responsible 
government agency should be empowered to determine when a state of 


ern 


mergency exists. An investigation should thereupon be undertaken, with 
a basis for the settlement of the dispute. The recommendations should be 
» ‘hose thought most likely to be acceptable to the disputants, and considera- 
tions of justice to any of the parties concerned, including the public, should 
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be purely and distinctly incidental, if indeed they should be entertained 
at all. Findings and recommendations should be submitted to the djs. 
putants. Should the disputants fail to reach an agreement on the basis of 
the recommendations, they should then be given the option of establishing 
their own arbitral agency to settle the dispute or of submitting it to ap 
agency established or designated by the government, preferably to one ¢- 
pecially established for that particular dispute. Acceptance of the award 
for a reasonable length of time should be made compulsory. This pro. 
cedure would constitute real interference with the right to struggle for 
status, but it is an interference that can be justified on the ground of public 
welfare, and if not too much abused will not seriously violate any tenet 
of democracy. 

It would be within the bounds of democratic procedure to prescribe 
another restriction. Limited production of commodities and services might 
reasonably be required during strikes in some industries and occupations 
During any nation-wide strike of coal miners, for example, the con- 
tending parties might well be required to furnish fuel for public utilities, 
hospitals and some other institutions. Milk is another commodity that falls 
in this class, and there are still others. The net effect of this festtiction 
on the strength of either party would not generally be great. Indeed, it 
would seem that careful observance of the restriction would actually make 
it possible for the struggle to be continued in the main arena to a decisive 
conclusion, to a conclusion determined by the real strength of the com 
batants and not by the weakness of some helpless class of consumers ot 
the indignation of the public at the suffering of that class. The adminis- 
tration of this restriction would no doubt be exceedingly difficult and sub 
ject to some abuse, but it does not seem impossible or impracticable. 

Refusal by unions or employers to follow the procedures here suggested— 
compulsory adjudication of disputes involving rights arising out of law 
or custom or involving interpretation or application or collective agree 
ments, the arbitration of all industrial disputes in public utilities, the 
arbitration of disputes resulting in genuine and serious public emergencies, 
and limited production in some instances—should be declared to constitute 
unfair labor practices, for both unions and employers. Appropriate penal- 
ties for those guilty of such unfair labor practices should be provided, and 
suitable legal procedure for their trial developed. But in the final analysis 
this means that the orders of the state, whether involving the interpretation 
of a collective agreement or the arbitration of disputes over new terms, if 
not voluntarily obeyed would be put into effect by force. Only in the mos 
extreme circumstances would it be necessary or desirable for the state 9 
operate an industry, but that should be undertaken if necessary. i 

The suggested restrictions on the actions of organized labor and capita 
are not really severe, they would arise out of and be based upon the 
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machinery and processes of widespread collective bargaining, most of 
which is voluntary, and they would be applicable for the most part only 
after organized workers and employers failed to agree upon settlement. 
Many disputes involving interpretations of agreements and some involving 
new terms are now voluntarily and successfully adjudicated and arbitrated. 
The suggested alternative of allowing the disputants to establish their own 
machinery will drastically limit the need for state action, and constitutes a 
satisfactory answer to the charge that arbitrators rarely have adequate 
knowledge of industrial technique. It is at present not uncommon for 
unions to permit limited production of vitally essential commodities and 
services during strikes. And when the public is seriously threatened, all 
parties to the dispute expect the state to intervene, forcibly if necessary, and 
' workers and employers are resigned to that intervention, although they are 
sometimes vociferous in their denunciations. Legal enactment would thus 
merely crystallize, institutionalize, and extend somewhat practices that are 
now already fairly widely accepted and followed, and by bringing into 
relief the elements of a beneficial policy would stimulate further refine- 
ments of that policy. The right of a group to struggle for status, which is 
juite properly considered fundamental in a democracy, would continue to 
impaired, but the struggle would be carried out on a higher 
plane, on a plane in which the public interest, which is also fundamental 
in a democracy, would receive due consideration. 
DOMENICO GAGLIARDO 
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RECENT CHANGES IN WORK-RELIEF WAGE POLICY 


Recent changes in WPA wage policy have been substantial. The relief act of 193 
required that regional differences in monthly earnings should be based on differences jp 
cost of living. “Cost of living’ may refer to the income needed to maintain (1) a uniform 
level of living, or (2) the actual levels of living that prevail in different regions. The ney 
WPA wage schedule, revised in accordance with a qualified cost-of-living concept, raised the 
national average approximately $2.50 a month. Substantial increases were made in unskilled 
earnings in the South with only small changes elsewhere. The 1939 act also established a unj. 
form work month of 130 hours, thus abandoning the prevailing- hourly-wage policy. This 
provision has increased efficiency in various respects. Changes in work-relief wage policy 
have been associated with shifts in the distribution of emphasis between the work and 
relief aspects of such programs. In recent years, a growth in legislative determination of 
wage and hour policy has accompanied increasing emphasis upon the efficient accomplish. 
ment of useful work. 


An analysis of work-relief wage policy covering the period 1930-37 was 
published by the present authors in a previous issue of the Review.* Since 
1937 the wage policy of the Work Projects Administration has been 
changed materially, particularly by the Emergency Relief act of 1939. 

In general, work-relief wage policy has reflected the peculiar position 
and the innumerable difficulties of a work-relief program. Work relief is 
a hybrid, combining many of the aspects of normal employment with tuose 
of relief. Because it is a compromise between work and relief, a number 
of special features are found in a work-relief program: (1) need is the 
primary basis for employment while occupational fitness is secondary; (2) 
provision of employment is the chief objective and the completed work 
is subordinate so that the major canon of efficiency is maximum diret 
employment and not minimum cost of completed work—in other words, 
need for the completed public work is subordinated to the need for em 
ployment of otherwise-idle labor; (3) work completed is presumed to be 
that which otherwise would not have been undertaken currently; (4) wage 
payments are primarily for subsistence, the guid pro quo aspect being 
subordinate. 

Work relief, of course, can emphasize either work or relief. The de- 
velopment of work relief during the 1930's was consistently in the direction 
of approximating regular work as much as possible. Although the WPA 
embodies more of the features of regular public work than any of the 
preceding work-relief programs, it is still a compromise. During the cours 
of its operations, WPA has developed a body of principles and practice 
which are unique in the field of project operation and employment. Becaus 
of its relief aspect, work relief is distinguished from “normal” public work 
by such peculiar features as the low ratio of non-labor costs and the an 
sion of the maximum possible amount of direct employment, as well as bj 
special problems of project operation arising from the necessity of selecting 
combining, and shifting types of projects to meet rapid changes in relic 


* Am. Econ. Rev., Dec., 1937, vol. xxvii, no. 4, pp. 711-24. 
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needs. Despite these special conditions, however, the WPA program has 
assumed more of the aspects of normal public work than its forerunners. 


Early Work-Relief Wage Policy 


The special difficulties of a work-relief program are clearly seen in the 
field of wage policy. Total monthly earnings on such a program conceivably 
can range between an upper limit set by the earnings paid for similar work 
in private employment and a lower limit set by local relief allowances. 
Such earnings may be computed on an hourly basis, or on a monthly basis 
| without reference to the rate per hour. A survey of work-relief wage policy 
shows a diversity of practice in the past.? 

In 1933, after some casting about, the FERA adopted a prevailing-hourly- 
wage policy, with total monthly earnings determined by the ‘budgetary 
) deficiency.”” A 30-cent-an-hour minimum was adopted in an effort to raise 
» standards. The number of hours worked varied, depending upon the par- 
© ticular hourly rate and the budgetary deficiency of the worker. Under this 
policy, hours worked per month varied from a few to as many as 140. 
) During the winter of 1933-34 the Civil Works Administration began 
) operations with the PWA wage rates, then shifted to the locally-determined 
prevailing hourly wage with the 30-cent minimum rate of the FERA. The 
budgetary deficiency formed no part of this policy; workers were employed 
© 30 hours a week (later reduced to conserve funds) at their respective hourly 
rates. When the CWA was closed down, the FERA encouraged the devel- 
opment of work relief in the states on the basis of the prevailing hourly 
wage, the 30-cent minimum, and the budgetary deficiency. The 30-cent 
minimum was subsequently dropped; otherwise this policy was retained 
until the FERA gave way to the WPA in late 1935. 


WPA Wage Policy 

At the outset, WPA wage policy broke with the prevailing wage idea, 
® instituting in its place the “security wage.’ This was a monthly payment 
® which varied in terms of four broad occupational groups, four geographical 
| regions, and five urban-rural areas within each region. All workers in a 
} given occupational category, region, and population area received the same 
§ monthly wage regardless of the degree of need. The budgetary-deficiency 
§ principle has never been a part of WPA wage policy. The original policy 
| cstablished a range of from 120 to 140 hours per month with the specific 
 sumber to be determined by the state administrators. This policy, there- 

bandoned the prevailing hourly wage rate for a monthly payment 
nd a prescribed number of working hours per mon‘h. 

Opposition on the part of labor to the abandonment of the prevailing 


* See Arthur E. Burns, “Work Relief Wage Policies 1930-1936," FERA Monthly Report, 
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hourly wage was largely responsible for a drift back to this policy. The 
original security wage policy was gradually altered by the granting of 
exemptions, by abolishing the required minimum of 120 hours a month, 
and by redefining regions. In 1936, Congress approved this drift by 
requiring the payment of not less than the prevailing hourly rate. The 
fixed-monthly-payment plan was retained, although the regions and eam. 
ings were modified somewhat.* Each WPA employee worked whatever 
number of hours was sufficient, at the local prevailing hourly rate for his 
occupation, to earn the amount designated in the schedule of monthly 
payments. Originally a repudiation of the prevailing hourly wage, the 
“security wage” policy was spliced to it in 1936. 

There are certain general principles that broadly determine the leve! 
of monthly payments for each occupational group in the WPA earnings 
schedule. The lower limit is established by the dual consideration that 
remuneration for performing useful work should exceed direct-relief pay- 
ments, and that WPA earnings should provide a decent minimum sub 
sistence standard of living. The upper limit is established by the necessity 
for maintaining an incentive to accept private employment when it becomes 
available: it is intended that WPA wages should not exceed the earnings 
paid to corresponding occupational groups in private employment. In area 
where earnings in many types of private employment are scarcely above 
relief standards, there is no middle ground for WPA earnings to occupy 
In these areas, notably:the rural South, WPA monthly payments are ofien 
above the amounts customarily earned in private employment. 

The Emergency Relief Appropriation act of 1939 contained two im 
portant provisions with respect to WPA wage policy. The first cf these 
provisions required that regional differentials in monthly earnings shal 
be based solely on differences in cost of living. The second provided for 
abandonment of the prevailing-hourly-wage policy by establishing a stan¢- 
ard work month of 130 hours, thereby returning to a policy substantially 
similar to the original policy adopted in 1935 and abandoned in 1936 


Cost-of-Living Differentials 

Section 15 (a) of the 1939 Act states, in part, that “the Commissioner 
shall fix a monthly earning schedule for persons engaged upon wot 
projects financed in whole or in part from funds appropriated by section | 
which shall not substantially affect the current national average labor cos 
per person of the Work Projects Administration. After August 1, 195° 
such monthly earning schedule shall not be varied for workers of the sam 


*In July, 1936, the regions were reduced from four to three, and in 1938 substants 
revisions were made in the earnings schedule, particularly in the South. For details of 
shift from the original policy to the prevailing-wage policy in 1936, see the previous aruct 
in the Review, Dec., 1937. 
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type in different geographical areas to any greater extent than may be 
justified by differences in the cost of living. . . .”” The reason for the inser- 
tion of this clause in the Act is obscure. It was not discussed in committee 
hearings or on the floor; the clause was inserted by the conference committee 

¢ the House and Senate. Presumably, the purpose was to narrow the 
regional differentials by raising rates in the southern states, or by lowering 
rates in the North and West. The original differentials were considered 
to be discriminatory by many of the legislators from the states with lower 
WPA monthly payments. 

The first major problem that arose in carrying out this provision of the 
Act was concerned with the interpretation of the term “cost of living.” 
This term may be interpreted to refer (1) to the income needed to main- 
tain a uniform level of living throughout the country, or (2) to the income 


graphical regions for the same occupational groups. In popular usage, 
however, “cost of living” is not clearly distinguished from ‘‘standard of 
living.” The present WPA wage schedule may be said to involve a com- 
promise between the “‘cost-of-living”’ and the “‘standard-of-living”’ concepis. 

Adherence to a uniform cost-of-living concept undoubtedly would have 
reduced the rather wide differentials found in the WPA wage schedule in 
fect when the 1939 Act was passed. The cost of living at a uniform 
tandard does not vary greatly between an industrial city in the South and 
n the North. Much the same can be said of rural communities in both 
regions. Consequently, if the Act had been construed in a technical sense, 
a drastic revision in the schedule would have been required. For example, 
the monthly earnings of unskilled ‘labor in a city of 75,000 ranged from 
$38 in the South to $52 in the North. On a technical cost-of-living basis, 
these differentials would have been narrowed. This would have required 
2 considerable reduction in the higher rates since any other procedure would 
have violated the provision that the national average wage should not be 


Wide differentials could be justified under the 1939 Act if “cost of 
living” were taken to mean the cost at the varying standards of living that 
xist throughout the country. These existing standards, however, were not 
epted without modification. Revisions in the schedule to accord with this 
sion of the 1939 Act involved general increases in the low rates in the 
thern states* and slight reductions in some areas in the North and West. 
Thus another step was taken to increase living standards in those areas 
where they are lowest. 
A second major problem created by the cost-of-living clause in the 1939 


is latest increase practically doubled the unskilled rural rate over the original 
thly payment in the 1935 schedule—$35 compared with $19. 
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Act arose from the inadequacies of the available data concerning cost-of- 
living differentials in various parts of the country. In formulating the 
schedule, it was necessary to rely entirely on data already available for the 
following reasons: (1) the cost of a sufficiently comprehensive new suryey 
would have been too great; and (2) such a survey would have taken more 
time to complete than the period allowed by the Act for formulation of the 
new schedule. 

Three existing surveys’ were combined to obtain measurable differences 
for 106 cities, distributed by population groups as follows: 


Population of Cities Number of Cities 
500,000 and over 13 
100,000 to 500,000 49 
25,000 to 100,000 25 

5,000 to 25,000 19 


Measures of rural cost of living were essential because WPA employ- 
ment extends widely into villages, small towns, and rural areas. Studies of 
rural living costs by states had been published by the Bureau of Agricultural 
Economics. For the purpose at hand, the procedure followed in these studies 
was sufficiently comparable to that followed in the urban surveys. 

The urban studies of cost-of-living differentials were based entirely on 
cash costs, with no allowance made for non-cash income. In many ruril 
areas, however, non-cash income in the form of food, fuel, clothing, etc, 
is substantial and had to be included for the purpose at hand.* 

Because of the limited coverage of the available data, it was impossible 
to measure exact differences in living costs for each town or city in the 
country and establish a separate wage schedule for each. Even if this ha 
been possible, the administrative problem of working with hundreds 
different schedules would have been too inefficient and costly to be prac 
ticable. Therefore, it was necessary to accept the available data as mang 
representative of comparable areas for which specific data did not exis 
This procedure involved the assumption that living costs vary with fair 
consistency within any region by degree of urbanization. Accordingly, wage 
differentials were established (1) by counties (grouped according to the 
population of the largest city in each county); and (2) by regions. 

*(1) The Works Progress Administration cost-of-living survey of 59 cities in Mart 
1935, which is brought up to date periodically; (2) the National Industrial Conference 
Board study of February, 1935, and subsequent years; and (3) the Bureau of Labor St: 
tistics survey of living costs in 10 small cities in December, 1938. These three stucit 
followed the same method: a budget composed of enumerated items of expenditure 4% 
established for a hypothetical wage-earner’s family of four at the maintenance level = 
the items in this budget were priced in the various communities. The budgets used by 
the Works Progress Administration and the Bureau of Labor Statistics were identical ; thet 
used by the National Industrial Conference Board was only slightly different. 

*Using data from the Study of Consumer Purchases, the Bureau of Agricultural Ec 
nomics provided the WPA with unpublished estimates of non-cash expenditures of fam 
families by regions 
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Since the wage rates were to apply uniformly to an entire county, it was 
necessary for the rate for any given county to be a composite of the costs 
of living in the various parts of the county, rural as well as urban. The 
composite wage was obtained by weighting the cost-of-living figure for 
each urbanization group and rural area within each region with the per- 
‘entage of the population contained in each urbanization group and rural 
area 


The calculations for the new wage schedule were first made in terms of 


and-technical wages were derived from unskilled wages and approximate 
those contained in the wage schedule that prevailed prior to September 1, 
1939. As required by law, the new schedule results in substantially the same 
national average labor cost as prevailed previously but the differentials 
between areas are modified." Wage schedules are shown in the accompany- 
ng table.*® 


Amount of Changes: 1939 


In June, 1939, the average W/PA wage was approximately $53 a month. 
The new schedule increased the national average by approximately $2.50 
a month. The chief changes in the monthly earnings schedule were made 
n the South (wage region III). The unskilled rate in rural sections of the 
South was increased from $26 to $35.10. (The latter figure is the Unskilled 

4” rate.) In southern cities of 100,000 and over, the unskilled rate was 
vcreased from $40 to $50.70. For other classes of work, the increases were 
not as large. 

Generally speaking, only small changes were made in the remaining 
parts of the country (wage regions I and II). In cities of 100,000 and over, 
the Unskilled “A” rate is $57.20 as compared with either $55 or $60.50 
nder the previous schedule.* The largest increases in regions I and II 


[he new schedule contains a number of changes of a technical character. The unskilled 
tegory is divided into two classes—Unskilled “A” and Unskilled “B.”” The Un- 
B” class, with a wage about 10 per cent below the “A” class, includes work of a 
ple nature requiring little training and for which proficiency may easily be acquired. This 
ncludes such occupations as flagman, janitor, messenger, charwoman, and seamstress; 
e areas, negro workers are put in this category. Some consolidation was made in the 
zroupings in the schedule because cost of living data showed little difference between 
f 25,000 and 100,000. 

Wage region I runs from the north Atlantic seaboard to the western boundaries of 
Dakota, South Dakota, Nebraska, and Kansas, and from the Canadian border to the 
n boundaries of Kansas, Missouri, Illinois, Indiana, Ohio, West Virginia, and Mary- 
states south of this area, including Texas, are in region III. The states west of 

f Texas are in region II. 

September 1, 1939, the wage for unskilled workers in these cities was $55 
with discretionary authority vested in the state WPA administrators to increase 
by 10 per cent. In a number of cities (including New York City, Cleveland, and 

detroit) this increase had been granted, resulting in an unskilled wage of $60.50 a month. 

r cities (including Chicago, Los Angeles, and San Francisco) had continued to pay 

€ base rate of $55. The new wage schedule provides an Unskilled “A” rate of $57.20 
t these cities. 


re 
- = nskilled wages. The differentials for semi-skilled, skilled, and professional- 
age \ 
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occurred in the less populous counties of the West where differences be. 
tween the cost of living in small towns and in the large cities are typically 
less than in other sections of the country. 

Before the new wage schedule was put into effect, WPA wage payments 
ranged from $26 to $94 a month.”® Under the present schedule, the range 
is from $31.20 to $94.90. y 


ScHEDULE OF MontTHLy EARNINGS 


Wage class 


Counties in which the seal 
Professional 


population of the largest | 
municipality was— | U nskilled Unskilled | Interme- Skilled and 
B A | diate technical 


WacE REGION | 
100,000 or more... | $52.00 $57.20 $68 .90 $89.70 $94.90 
25,000 to 100,000.....| 48.10 52.00 62.40 81.90 84.50 
5,000 to 25,000. ... 42.90 48.10 57.20 74.10 76.7 
Fewer than 5,000. 39.00 42.90 52.00 67 .60 68.90 
Wace reGION II 
100,000 or more..... 52.00 57.20 68.90 89.70 94,90 
25,000 to 100,000... . 48.10 52.00 62.40 81.90 84.50 
5,000 to 25,000...... 46.80 50.70 61.10 79.30 81.90 
Fewer than 5,000.... 44.20 49.40 59.80 76.70 78.00 
Wace recron III 
100,000 or more......| 46.80 | 50.70 61.10 79.30 81.90 
25,000 to 100,000.....| 42.90 48.10 57.20 74.10 75.40 
5,000 to 25,000.......| 36.40 40.30 48.10 62.40 65.00 
Fewer than 5,000.... 31.20 | 35.10 42.90 54.60 55.90 


The WPA schedule of monthly earnings applicable to any county is based upon the 193 
population of the largest municipality within the county, in accordance with the above sched- 
ule, except that the schedule of monthly earnings applicable to counties in which the 193 
population of the largest municipality was 100,000 or more shall be applicable to the entire 
area included within the following metropolitan districts as such distr’cts are defined by the 
Fifteenth Census of the United States, Metropolitan Districts, Population and Area, 1930: Balt- 
more; Boston; Buffalo—Niagara; Chicago; Cincinnati; Cleveland; Detroit; Kansas City, 
Kan.—Kansas City, Mo.; Los Angeles; Milwaukee; Minneapolis—St. Paul; New York City— 
Northeastern New Jersey; Philadelphia; Pittsburgh; Providence, R. 1.—Fall River—New Bed. 
ford,Mass.; St. Louis; San Francisco—Oakland; Scranton—Wilkes-Barre; Washington, D. C 


It would be rash to insist that the present WPA wage differentials are « 
completely accurate reflection of differences in cost of living in different 
parts of the country. To a considerable extent the differentials still reflect 
differences in cost at the existing standards. There is a basic reason why 
the revised WPA w age schedule accepted a qualified cost-of-living concept 
Regional differentials in the private wage structure rest less on difference 
in costs of living than on differences in standards or levels of living. If 
work-relief wage payments are intended to vary with private wage pay: 


* The maximum rate in New York City (for professional and technical worker 
was $98.70. 
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remaining somewhat below private wage payments but somewhat 
direct-relief payments, WPA differentials in general must follow 
differentials by reflecting primarily differences in /evels of living. 
r desirable a reduction in the existing disparities in standards may 
1rk-relief program is probably a limited means of achieving this end. 
various work-relief programs have exerted an influence in this direc- 
But if this clause in the 1939 Act had been interpreted to mean full 
eptance of such an objective, the already-numerous operating difficulties 
intered on the WPA program would have been multiplied. 
he South, unskilled earnings under the new schedule are frequently 
igher than wages paid for unskilled labor in private employment, par- 
larly to farm and domestic labor. The problem presented by women 
se WPA wage is higher than the earnings on available jobs in domestic 
ice has been accentuated. The same may be said of farm laborers, al- 
igh the problem is not so serious because this group leaves the program 
2 frequently to accept temporary employment. 
general, the increases in scheduled monthly earnings have strength- 
e reluctance of WPA workers to accept private employment that 
r temporary or pays lower wages. However, no appreciable amount 
tion has developed on this account, probably because of the large 
PA labor supply that has been more than sufficient to meet the 
| for labor. WPA workers are required to accept bona fide employ- 
ffers when they are officially made because of regulations which 
them of their WPA assignments during the period that such private 
ment is available. 


Abandonment of the Prevailing Hourly Wage 


1939 Act abolished the prevailing-wage policy that was first incor- 
| in the 1936 Act. On the basis of experience at operating a work- 
program on which the number of hours per month for each worker 

letermined by dividing the scheduled monthly earnings by the pre- 

hourly rate of pay, the WPA Commissioner recommended to Con- 

sin May, 1939, that all persons employed on WPA projects be requited 

work a uniform number of hours per month without alteration in 

hly earnings. Such a proposal, of course, involved abandonment of 

prevailing-wage principle. Section 15 (a) of the Emergency Relief 

/propriation act of 1939 provided for the establishment of a standard 
nth of 130 hours, effective July 1, 1939. 

example of the difficulties encountered in scheduling operations 

he prevailing-hourly-rate policy, the commissioner cited a building- 

Nn project in Pittsburgh. Bricklayers were permitted to work only 

ifs per month while hod carriers worked 6314 hours, building- 

laborers worked 89 hours, and unskilled laborers worked 120 hours. 
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On the same project, a plumber was limited to 50 hours while his helper 
was scheduled for 7114 hours. Compressor operators were limited to 563, 
hours per month while jackhammer operators were scheduled for 119 
hours. 

Schedules such as these presented a serious practical problem of stagger. 
ing employment that affected the efficiency of operations. The commissioner 
expressed the opinion that an increase in efficiency would be possible under 
a uniform working month of 130 hours since the necessity for staggering 
employment would be eliminated. | 

Furthermore, the charge was frequently made that skilled workers te- 
ceiving the prevailing hourly wage in WPA employment were disposed 
to supplement their WPA earnings by accepting private employment at less 
than prevailing rates. For instance, a bricklayer in New York City might 
work his allotted hours on WPA (determined by dividing the prevailing 
hourly wage into the scheduled monthly wage for skilled workers in New 
York City) and then go into another borough and obtain part-time employ- 
ment with a private contractor, often by accepting less than the union wage 
scale. 

The extent to which this practice actually prevailed is not known. There 
is no doubt that it existed to some extent. The number of such cases, how- 
ever, was probably a very small proportion of total WPA employment." 

The result of the shift away from the prevailing wage to the 130-hour 
month has been a general increase in the efficiency of project operations 
Improved planning of operating schedules is made possible since it is n 
longer necessary to stagger the hours of skilled workers. Supervision is 
more effective for the same reason. The number of hours worked by skilled 
workers has increased.’* Projects are completed at a faster rate. Conse 
quently, the unit cost of output has been reduced. 

The prevailing-wage policy gave rise to numerous complaints regarding 
the accuracy of hourly wage rates. Under the present policy, disputes re 
garding wages have been almost entirely eliminated. However, organized 
labor—especially the building-trades group—opposed the 130-hour month 


since it meant abandonment of prevailing hourly rates. Protests occurred in 

House Hearings, April, 1940, p. 19f. 

“In an effort to deal with this problem, the relief Act of 1938 required all WPA 
workers to file a quarterly statement of earnings from outside employment. The statements 
submitted as of September 30, 1938, showed that 76.5 per cent of the persons employed 
had received no earnings from outside jobs held concurrently with WPA employment; for 
those reporting earnings during the quarter the average amount was $10.47. Thus, accojding 
to these reports, practically none of the workers earned enough to affect their WPA statu 
House Hearings, January, 1939 (H.J. Res. 83), pp. 96-7. 

* The number of hours worked by the unskilled was reduced in some areas, but this 
reduction was not substantial. 

“* Payment of prevailing hourly rates did not increase the per-capita cost of conducting 
the WPA program because of the limitation c1 monthly earnings. The effect was on the 
unit cost of the work accomplished. 
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various urban centers during July, 1939. In many instances, these protests 
were in the form of resolutions; in others, there were brief stoppages of 


The relief Act of 1939 represents a further step in the direction of legis- 
lative control over the wage and hour policies of the work-relief program. 
For the first time, Congress established a statutory basis for the monthly 
schedule of earnings. The original schedule of monthly earnings and the 

imerable modifications effected up to the passage of this Act were all 
letermined by administrative discretion. Although Congress provided a 
basis for the differentials, it accepted the general average as satisfactory by 
stipulating that this average should not be substantially affected by the 
modifications imposed by the cost-of-living clause. The hours provision in 
the Act was the first direct legislative attempt to fix the number of hours on 
the WPA program. 

At the outset of the program, the number of hours was administratively 
determined. In 1936, Congress required payment of the prevailing hourly 
wage which had the effect of establishing a variable hours policy. 


Changes in work-relief wage policy have been associated with shifts in 
the distribution of emphasis between the work and relief aspects of such 
programs, since changes that promote the work objective frequently con- 
flict with the relief aspect, and vice versa. Another factor of importance, of 

irse, has been the pressure exerted by wage-earner and employer groups 
in questions of wage policy. During the early 1930’s, when unemployment 

as considered to present a problem of a temporary and emergency char- 
ter, the relief aspect of work-relief programs received major emphasis. 
[his is seen, for instance, in the early prevalence of the budgetary-deficiency 
principle of wage policy. With the persistence of mass unemployment, the 
cmergency aspect has receded and increasing emphasis has been placed on 
the efficient accomplishment of useful work. This is seen, for instance, in 
adoption of the 130-hour provision.** A growth in legislative determi- 
nation of wage and hour policy has accompanied this shift. 

The conflict between the dual objectives of work and relief is apparent 
in an examination of the pros and cons of the prevailing-hourly-wage policy. 
Adoption of the 130-hour provision resulted in more efficient work with- 

it conflicting with the relief objective. But adoption of a prevailing-hourly- 
wage policy in conjunction with the 130-hour provision would conflict with 
the relief objective since fewer jobs (and hence less relief) could be pro- 

ided with the same expenditure. 


“The relief objective has been kept in the foreground, however, because of the fact 
il appropriations for WPA have never been adequate to provide employment for 
ible persons in need of relief. During recent years, estimates of the number of 


eligible for WPA but not employed have been in the neighborhood of one million. 
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On the other hand, it may be considered to be unjust to require WPA em. 
ployees to work side by side, as it were, with the employees of private con- 
tractors who are doing the same type of work but are receiving prevailing 
hourly wages. This, of course, raises the further question of whether the 
standard of output of the individual WPA worker (as influenced by te- 
strictions on the use of equipment and other factors which differentiate 
work relief from regular construction work) justifies payment of the pre- 
vailing wage rate. 

The problem is further complicated by the possible effect of work-relief 
wage rates on private wage rates. Organized labor has taken the position 
that work-reiief rates below prevailing rates tend to lower private rates 
On the other hand, private-employer groups have contended that work- 
relief wage policy has had the effect of raising private rates. The evidence 
one way or the other is inconclusive. 

Any changes in wage policy in the near future will probably be deter- 
mined largely by expectations regarding the effect of the defense program 
on unemployment. If it is considered that unemployment will substantial; 
disappear in a comparatively short time, the relief aspect of work relief 
might conceivably receive increased emphasis. If the prevailing analysis 
indicates, however, that large-scale unemployment will persist for some 
time, the WPA program might conceivably be transformed into something 
approaching a regular public-works program for the prosecution primaril; 
of defense projects on the ground that a maximum defense effort requires 
the utilization of all available manpower. 

ARTHUR E. Burns 
PEYTON KERR 
The George Washington University 
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THE PRODUCTION FUNCTION FOR AMERICAN 
MANUFACTURING IN 1919° 


Continuing earlier studies in the marginal productivity of labor, the production function 
bL*C’ was applied to data for 556 manufacturing industries in the United States in 
It was found that & = .76, and j = .25. This meant that if conditions of perfect 
petition had prevailed throughout, labor would have received 76 per cent of the value 
juct. The actual wages paid totaled only 60 per cent of the product. This discrepancy 
have been an important factor in the large number of strikes during that year. 


I. The Setting 


Amid the relief which followed the end of the first world war, under- 
tones of anxiety began to arise. In the world at large, there was the danger 
that the forces of selfish nationalism might triumph. At home, worries 
arose over the economic readjustment and the reémployment of five million 
demobilized soldiers and sailors. As the year 1919 opened, there were 
signs that a domestic crisis might be close at hand. There was a decrease 
in the output of metals and their prices fell by 10 per cent from November 
to January. Chemicals and textiles fell in price by a similar proportion. Un- 
employed men began to appear in the streets of our cities. Scattered groups 
of radicals began to dream of revolution. These very dreams roused fears 
and led to repressive measures. 

The clouds of an impending depression were dissipated by the Victory 
Loan of April for no less than 4Y4 billion dollars, almost completely sub- 
scribed by the banks. With ample funds, the government proceeded to 

ttle its war contracts on generous terms, to demobilize its armies, and 

supply Europe with food, textiles and industrial materials. Stimulated 
this transfusion of credit, industry rallied. The general level of whole- 
prices rose indeed by 17 per cent between April and December, while 
advance in house-furnishings amounted to 40 per cent, in textiles and 
lothing to 54 per cent, and in building materials to 56 per cent.? The 
ith, buoyed up by 30 and even 40-cent cotton, the highest price since 
the Civil War, radiated prosperity. In the Middle West wheat sold in 
hicago for as high as $3.50 a bushel, corn for $2.10 a bushel, and pork 
for $56.00 a barrel.* The value of farm lands rose almost precipitously. 
he farming population of the nation therefore had a purchasing power 


hich, though largely based on credit-financed exports, was a no less potent 


[he authors are indebted for numerous fertile suggestions to their friend and col- 
Mr. H. Gregg Lewis. We also wish to acknowledge aid given, in computing by 
v, H. Minsky, and B, Nimer, and in the drawing of the charts by Mr. Lewis and 
K Wong. 
Index Numbers of Wholesale Prices by Groups of Commodities,” Mo. Labor Rev., 
» 4 » p. 63. 
'y-Second Annual Report of the Trade and Commerce of Chicago, Board of Trade, 
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source of demand for the industrial products of the towns and cities. The 
construction of houses and apartments, which had virtually ceased during 
the two preceding years, now went forward at an accelerated pace and fur. 
nished a large volume of reémployment. 

Despite the effects of the great coal and steel strikes, industry continued 
at a high pace through the closing months of the year. The depression of 
1920 was still some months ahead, when the withdrawal of American 
credits to Europe would diminish the foreign demand for goods and when 
the quantity of internal purchasing power would be insufficient to purchase 
at current prices the quantity of American goods produceu. 

It might be expected that the forces governing production in this tumul- 
tuous year would defy analysis and that no quantitative laws of cause and 
effect could be found between the quantities of the so-called factors of 
production on the one hand and the quantity of the product upon the other 
For how, it may be asked, can we determine the relative effects of labor and 
of capital upon industry when certain industries, such as the munition 
plants together with the breweries and distilleries, were idle, while clothing 
factories, automobile plants, and luxury shops were working overtime. And 
yet the census of manufactures furnishes us with three basic sets of data 
for 1919 for each of the 556 industries: namely, (1) the average number 
of persons employed, which may be taken as a measurement of the quantity 
of labor used; (2) the value of the invested capital, both fixed and work- 
ing; and (3) the value in dollars added by manufacture. With such tools 
ready for our hands, and with so many observations with which to work, 
it is surely worth while, however foolhardy it may appear, to subject these 
data to a statistical and mathematical analysis. If any fairly clear relation- 
ship is found between the determining variables of labor and capital and 
the resultant product, then the belief that there are underlying laws of 
production will be strengthened. Moreover, if there is any appreciable 
agreement between the results for this year and those for others, the case 
for such basic laws will be still further strengthened. For, if the unrulj 
year of 1919 was still subject to basic economic forces operating beneath 
the turgid surface of events, how much more then, would any ordinary 
year be subject to them? 


II. The General Problem of the Production Function and a 
Summary of the Results of Past Studies 


The early studies by one of the authors (Douglas) and his associates 
were based upon time-studies for manufacturing and employed a simple 
and somewhat restricted formula. Index numbers over time were computed 
for: (1) the relative number of men employed, representing L or labor 
(2) the relative quantities of capital available for use, or C; and (3) the 
relative quantities of physical product, or P. After charting these three 
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variables, it became evident that the index of production, or P, was almost 
invariably between indexes of labor and of capital and was much closer 
to the former (L) than to the latter (C). Disregarding the possible in- 
fluence of land upon manufacturing product, a simple production function 
was devised in which 


P = bL*C (1) 


Here the sum of the exponents of labor and of capital is made equal! to unity. 
This means that a 1 per cent increase in the quantities of <ach of these factors 
would be expected to call forth a corresponding increase in the quantity of 
product, no more and no less. This would constitute true constant returns. 
Under these conditions, as has been demonstrated in these earlier studies,‘ 
the marginal productivity of each factor when multiplied by the correspond- 
g quantities of each would when totaled be equal to the total quantity 
pr duced, 1.€., 
dL dc 


It would also follow according to this formula that the share of the total 
product received by the factors under conditions of perfect competition 
ld be equal to & for labor and 1-& for capital, 7.e., 


Four sets of time-studies were made under this formula—namely, for the 


Wales (1901-1927); and Victoria (1907-1929). The results showed ap- 
parently good fits of the computed products (P’) in terms of the actual 
lucts (P). The values of & and 1-& as found by the method of least 
squares were as follows: 
k 1-k 
Jnited States (1899-1922) 25 
Massachusetts (1890-1926) .74 .26 
oria (1907-1929) oa .29 
New South Wales (1901-1927) 65 35 


it will be seen that there was a surprisingly close agreement among the 
values found for & in the various economies. There was also an almost 
precise identity between the shares of the value product which labor in the 


United States actually received and what it would be expected to receive 
cing to the formula under conditions of perfect competition. In the 


“Douglas. The Theory of Wages, p. 155; Handsaker and Douglas, “The Theory of 
‘arginal Productivity Tested by Data for Manufacturing in Victoria,” Quart. Jour. of 
n., NOV., 1937, Mar., 1938 (vol. 52), pp. 251-254. 
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two Australian studies, however, the actual shares received by labor were 
approximately 10 points less than the exponents found under the formula— 
namely, .61 in Victoria and .56 in New South Wales. 

These time-studies were, however, legitimately subject to at least three 
sets of criticisms—namely: 

1. Since they dealt with time series, in which all three variables, labor, 
capital, and product were increasing, the apparent relationships might be 
accidental rather than real. Thus, a third force including technical progress, 
which might be termed “‘time’”’ (¢), might be the fundamental causative 
force behind both capital and product and at least a partial cause of the 
increase in labor. 

2. The formula of P = bL*C'~* was inflexible, since by making the sum 
of the exponents equal to unity or 1.0, the possibility of increasing or de- 
creasing returns for the economy as a whole was excluded. Thus, an in- 
crease of 1 per cent in the quantity of labor and capital might give rise to 
an increase of more or less than 1 per cent in the quantity of the product; 
and it was therefore urged with much cogency by Mr. David Durand that 
a better and more flexible formula would be that of P = bL*C’ where the 
sum of & and 7 need not equal 1.0.° 

3. The exponents of the factors of production were obtained by minimiz- 
ing the errors in the P direction above. It was alleged, however, by Dr 
Horst Mendershausen, a student of Professor Ragnar Frisch, that it was 
equally important to minimize in the L and C directions as well, and that 
if this were done the results were so different that no real credence should 
be given to those obtained from minimizing in the P direction.* 

In later studies, we have taken cognizance of all these criticisms by choos- 
ing as a fieid for analysis cross-section studies of different industries at 2 
given moment in time, and by using more refined and powerful methods 
In a previous article the present authors reported on the results of five 
cross-section analyses of Australian manufacturing in certain specific years.’ 
Here each industry was taken as an observation with P representing the 
net value added by manufacturing, L the average number of workers em 
ployed, and in general C the total fixed capital. Both forms of the function 
were used with the following results: 

Economy 

j k+j 
Victoria (1910-11) .74 25 99 
34 industries 


* David Durand, “Some Thoughts on Marginal Productivity with Special Reference t 
Professor Douglas’ Analysis,” Jour. of Pol. Econ., vol. xlv (1937), pp. 740-758. 

* Horst Mendershausen, “On the Significance of Professor Douglas’ Production Func 
tion,” Econometrica, vol. vi (1938), pp. 143-153. 

* Gunn and Douglas, “Further Measurements of Marginal Productivity,” Quart. Jour. 0 
Econ., vol. lv, pp. 399-428. 
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Victoria (1923-24) 62 
38 industries 
Victoria (1927-28) 59 
35 industries 
New South Wales (1933-34) 65 
125 industries 
36 1.00 


138 industries 


The values of & which were obtained under the & and 1-& formula were 
closely similar to those given above, being in order: .75, .61, .60, .66, and 

or identical in the last case and with a difference of only .01 in the 
first four. 

It will be seen, first, that the values obtained by this cross-section analysis 
were rather similar to those obtained from the time series studies. Thus, 
the average of & for the three years chosen, for Victoria was .65 as com- 
pared to .71 for the time series, while for New South Wales, & for 1933-34 
was .65, the same as for the period 1901-1927; second, that there was some 
evidence of a declining importance of labor in the production formula for 
Victoria, since it decreased from .74 in 1910-11 to .62 in 1923-24 and to 
59 in 1927-28; third, that there was a relative degree of agreement be- 
tween the share received by labor and that which would be expected from 
the exponents themselves. 

A further study for manufacturing in the United States in 1909 was made 
by Dr. Martin Bronfenbrenner and one of the present authors which took 

0 most important industries in that year.* In this study & was found 
to have a value of .74 and j a value of .32, or a total for the two of 1.06. 
The value of & in the & and 1-& formula was .75. These values of & were 
virtually identical with that found for the United States for the time-period 
1890-1922, which it will be remembered was .75. The actual share of the 
value product received by labor was .68, or .06 less than the value of &. 
in a formula, however, where the sum of the exponents is greater than 
nity, the share which might be imputed to labor might be expected more 
osely to approximate the ratio of & to & + j rather than purely & itself. 
This would be .74 +- 1.06, #.e., .70, or only .02 more than the actual share 
received by labor. This was only about one-half of the standard error of 
k, which was .05. 
Ill. The results for 1919 


_ The statistical data for the present cross-section study of manufacturing in 
he United States for 1919 were taken from the Census of Manufactures 
‘or that year.° We used no less than 556 industries. For each of the indus- 


"M. Br afenbrenner and Paul H. Douglas, “Cross-Section Studies in the Cobb-Douglas 
Jour. of Pol. Econ., vol. xlvii, pp. 761-785. 
nih Census of the U. S. Taken in the Year 1920, vol. viii, Manufactures, 1919, 
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a 


turing, C, the total capital, and P, the value of the product added by manu- 
facturing. The values for L and C were taken directly from the census, the 
value of P, however, is not the census figure for value added in manutacture. 
The census figure is the value of product minus materials, fuel, and rent cf 
power. To obtain a more precise value of P we made further deductions for 
contract work, rent of factory, and taxes. 

In the series of studies which have been made using the Cobb-Douglas 
production function, various meanings have of necessity been attached to 
labor, capital, and product. In most of the earlier studies the value of labor 
represented the average number employed including working proprietors, 
while in the present study it also includes firm members and salaried officers 
of corporations. Capital in this study means both fixed and working capital 
The earlier studies with two exceptions used fixed capital only, and land was 
generally excluded. In the earlier time-studies product was defined as physi- 
cal volume. Though value added by manufacturing was used in the other 
cross-section.studies, a difference remains between the value of product as 
computed here and in that of the other cross-section studies, for in the 
present investigation we could make no adequate deductions for deprecia- 
tion. We found it impossible to estimate depreciation since only the total 
capital was given by the 1919 Census of Manufactures, and we had no sufi- 
cient guide to the proportions of fixed and working capital which prevailed 
in the individual industries.*® It can of course be argued that depreciation 
charges correspond to wages, one being charged for the replacement of 
fixed capital and the other for replacement of man-power, and that fol: 
lowing this argument neither should be subtracted in computing the value 
of product added by manufacturing. This may, however, be making a general 
virtue out of a present necessity. 

We do nevertheless wish to stress the fact that in the different studies 
the variables L, C, and P are not always precisely comparable, and this must 
be kept in mind when comparisons of results are made. 

(The values of L, C, P for each of the 556 industries are, for reasons 
of space, not printed in the present article, but will be furnished upon 
request. ) 

The equation P = bL*C’ can be rewritten as a linear one by letting 

X, = log P, X,=logL, X,=JogC, a=lJogb (4) 

Then the equation becomes 

X, = a+ kX, + jx, (5) 
This equation we fitted by the method of least squares, minimizing in the 
X, direction. In an earlier article** we discussed at some length the problem 


"In the Bronfenbrenner-Dougias study of 1909 it was possible to use the 1904 propor 
tions, but this could not safely Le done after an interval of 15 years. 
“Further Measurements of Marginal Productivity,” Quart. Jour. of Econ., May, 194, 


pp. 399-428. 


tries we determined L, the total number of persons engaged in manufac. . 
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f selecting a direction of minimization, and following the same reasoning, 
concluded in this case that minimizing in the X, direction gives a satis- 
tory estimate. We thus obtained the following values for the parameters 
.nd the standard errors 


We 


Substituting these values we have 
X, = 2.39 + .76X, +- .25X, 


2.39L*C-* 
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CHART I. Complete Bunch Map 


I. Logarithm of Product 
2. Logarithm of Labor 
3. Logarithm of Capital 


4 


As we stated in the preceding section, in determining the direction of 
nimization we followed the same line of reasoning as in the Australian 
ss-section studies. This was based chiefly upon graphic analysis of the 


letermine whether or not the same three variables previously used— 
namely, Product, Labor, and Capital, should be included in the function, 
nstructed bunch maps’ as shown in Chart I. 


1 detailed discussion of bunch maps the reader is referred to Statistical Con- 
by Means of Complete Regression Systems, by Ragnar Frisch, Oslo, 1934, 
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Figures A, B, and C represent the relationship between pairs of variables, 
In each case the two rays spread very little, indicating a high degree of 
correlation between the two variables. Figures D, E, F show the effect of 
the addition of a third variable. Comparing D with A we see that the rela. 
tionship between product, X,, and labor, X,, is but little altered when the 
third variable, capital, X,, is included. The addition of labor makes a greater 
change in the product-capital relationship, and the consideration of product 


LoG 
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CuarT II. Relationship of Log P and Log L by Industries within Capital Groups IV and 
VII. (Quantities of Capital Being Relatively Constant within Each Group) 
AA. Line of best fit for Group IV, range of log C—6.30 through 6.59 


BB. Line of best fit for Group VII, range of Log C—-7.20 through 7.49 


alters even more that of labor-capital. The maps indicate that capital has not 
a strong effect, but they do not indicate that it must be discarded. 

This problem might be approached from the point of view of elemen- 
tary regressions, recognizing the fact that one could not reasonably expec 
these variables to be perfectly correlated even if the data were complete 
and accurate. This leads to the interpretation of our results as a descfip 
tion of the average change in products as a function of changes in factors 
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roduction. This point of view has been very ably set forth by John H. 


of Economic Series (University of Chicago, 1941, privately 
ted by the author). 

The high degree of correlation between pairs of variables suggests the 
ssibility that the observations lie along a line, instead of along a plane 

as we have assumed in fitting the equation 

=a + kX, + 

Since the task of constructing a three-dimensional model showing 556 
bservations presented many difficulties, we tried to learn the nature of the 
by taking cross-sections. In the case of the Commonwealth of Aus- 
alle we had found that the observations seemed to lie along a plane that 
nearly parallel to the X,-axis (log of capital). The observations for 
United States in 1919 showed the same tendency. We grouped the data 
g to capital, and for the industries in each group plotted the points 
rmined by the logs of product and labor, X, and X,. This amounted to 

g a series of thin slices of the production surface and within each slice 

rojecting all the observations onto a plane, measuring the logs of product 
| labor along the two axes, shown in Chart II. 

r each scatter we drew the line which seemed to be the best fit and 
se lines were then projected onto a plane. In Chart III these lines are 
mbered to indicate the capital group for which they are drawn, and the 

table gives the range of log C for each group and number of observations. 

"it had been true that the observations lay along a line in each of 

layers, the scatter would tend to cluster about a point instead of 

ng a tendency to spread out along a line. The fact that the cross-sec- 

ipproximate straight lines indicates that we have a plane surface. 

th the exception of Groups 1 and 9," the lines are almost parallel, which 

that the production surface approximates a single plane. The slope 

e for Group 9 may mean that the plane is warped, so to speak, 

s more likely that the arbitrary division into groups caused the 

The lines would have coincided if the plane were parallel to the 

ixis; as it is, the plane shows a rather slight degree of inclination 
apital axis. 

We also grouped the data according to labor, and for the industries in 

h labor group plotted the values of X,, the log of product, and X,, the 

pital. Similarly we grouped according to product and for the in- 

in each product group plotted X,, the log of labor, and X,, the log 

After taking these cross-sections of the production surface paral- 

-" of the three codrdinate planes we concluded that the plane was 

| less to the capital axis than to either of the other two, that, in fact, 


per slope of Group 1 may be due to the wide range of capital within the group. 


194 

Smith in his doctoral dissertation entitled Statistical Deflation in the 
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Cuart III. Lines of Best Fit of Logs of P and Logs of L for Eleven Capital Groups 
(Quantities of Capital Being Relatively Constant within Each Group) 


TABLE OF CAPITAL GROUPS 
Range of log C Number of Industri 
3.30-5.49 16 
5.50-5.89 17 
5.90-6.29 38 
6.30-6.59 51 
6.60-6.89 73 
6.90-7.19 
7.20-7.49 
7.50-7.74 
7.75-8.09 
8.10-8.59 
8.60-9.42 
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as we have stated before, it was almost parallel to the capital axis. This 

being the case, to minimize in the capital direction would give a very poor 

-stimate of the regression plane, for it is the deviations in that direction 
hich determine the plane. The dzsturbances in X,, or labor, are apparently 
1uch less than in X,, and consequently we believe minimization in the X,, 
r product, direction gives a good estimate. 


668 7.32 
LOG 
CHART IV. Theoretical and Observed Values of Log P 

Che value of & (namely, .76,) is virtually identical with that obtained by 
of the cross-section method of 1909, or .74, and also with the value 

75, for the time-period 1899-1922. It is also virtually the same as 

t found by Ptofessor Cobb for Massachusetts over the period 1890- 
namely, .74. As to the value of 7 (namely, .25) or the exponent for 
pital, while it ig slightly less than that obtained for 1909, which was .32, 

it is practically identical with that for the period 1899-1922. 


ng to Dr. Durand and Dr. Mendershausen’s computations the value of j for 
1 would be .25. 
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This must be considered to be a striking degree of agreement, which is in 
fact truly surprising. The differences between the various values of & are 
indeed much less than their standard errors. It is difficult to see how these 
close agreements between the four different sets of American studies, two 
for time-periods and two for cross-section studies for 1909 and 1919 can 
be regarded as accidental. 
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CHART V. Frequency Distribution of Deviations Xi: — X;’ 


X: observed value for Log P 
X;' computed value for Log P 
P= 


From the formula P = 2.39 L*C-> we computed product using the 
actual values of L and C for each industry. We call this theoretical product 
P’ and its logarithm X,’. In Chart IV we have plotted for each industry the 
theoretical and observed values of the logarithm of product; X,’, the theo- 
retical, along the horizontal axis and X,, the observed, along the vertical 
The heavy line, AA’, is the locus of points for which X,’ = X,. Th 
standard error of estimate, §, which is the standard deviation of the resi¢- 
uals, X, — X,’ proved to be .14. The broken lines are drawn at distances 
of one and two standard errors of estimate on either side of the line AA’ 
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hart V shows the distribution of the residuals in terms of the standard 
r of estimate. We should expect that roughly two-thirds of the cases 


vuld fall between X, + Sand X, — S, and 95 per cent between X, + 25 


1X 25. 
For 453 industries, or 82 per cent of the cases, the observed value of X, 


y within the range X, + S. In 97 per cent, X, lay within X, + 23S. 


; indicates that the actual values in general were surprisingly close to 


hat they should be according to the formula. A part of such divergences 


tween the observed and the theoretical values as appeared was un- 


DET 


ibtedly due to errors of measurement by the census, while a part was 
probably due to the rapid shifting in this tempestuous year of the 
curves for various products. The closeness of the two series 


fa ishes, however, added proof of the general reliability of the formula 


f its values for the year 1919. 
Using the equation P = bL*C’ we can express the marginal productivity 
P 
bor as k- or & times the average productivity. For an individual em- 


ployer, provided his output does not alter the demand curve for his product, 


lemand curve for labor is the marginal net productivity curve of labor. 
elasticity of demand for labor is then the reciprocal of 9, the flexibility 
marginal productivity, or wages. 
3(MPz L 
MP, 


MP, = — = — k— margin il 
6L productivit) 


3(MP, 
k(k—1) 


elasticity of demand 
we found the value of & to be approximately 34, the elasticity of 
nd for labor for the firm is —4. This means that an increase of 1 
in wages, ceteris paribus, would bring a 4 per cent decrease in the 

ber employed by a typical firm. We wish to point out, however, that 
ult is based on the assumption so generally made in economic theory 
the employer knows the marginal productivity of labor and hires 


laborers to the exact point at which marginal productivity is equal to the 


It is also based on the assumption that changes in the output of the 


init do not change the demand curve for its product. 


the marginal productivity of labor is — and the wage equ~'s marginal 
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productivity, the wage bill will amount to 34 of the product. From the 
Census of Manufactures we obtained the total payments to labor for each 


W 
industry and computed > the share of product which was actually paid 


WV 
out to labor. For the group of 556 industries taken as a whole, . was .60, 


The unweighted average of the ry values for the individual industries was 


.59. It was above .75 in 39 industries and below .60 in 281. In comparing 


W 
these values of r) with those obtained in earlier studies, it should be borne 


in mind that since depreciation has not been deducted in estimating the 


7 


value of product in the 1919 data, we should expect ry for that year to 


be less than in other cases. The year 1919 was one of rapidly rising prices, 

and this would also affect the value of P, since it refers to value added in 
V4 

manufacturing. In such a year, one would expect r te be less than & and so 


in fact it is. Perhaps this fact may have accounted for much of the labor 
unrest of the year. 
On the whole, the results of this study tend to corroborate the findings 


of the earlier ones. We invite comments and criticisms. 
GRACE T. GUNN 
PAUL H. DOoUuGLAs 


University of Chicago 
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SOME NEGLECTED RELATIONSHIPS IN THE 
BALANCE OF PAYMENTS 


r the new pattern analysis, a 4-item balance of payments (Merchandise, Capital, 

nd Miscellaneous) is studied as a 4-element equation. When the four items are 

| in magnitude, there are seven limitations upon their size—usually in the ratio of 

to a second item. Transgressions of those mathematical ratios in estimates in- 

cause “Discrepancies due to errors and omissions.” This contributes to pure 

ce. Further, the new analysis can sometimes be put to guarded use in localizing and 
eting errors in balance-of-payments estimates. 

)-by-item differences between two 4-item balances of payments, both in equilibrium, 

e make a 4-element equation. Therefore, fluctuations of estimates for one year com- 

1 the estimates of each other year of a series can condemn a specific estimate. The 

1 item may be jointly erroneous with each of the three others, in turn, and always 

or always too small. A “joint error’ with gold is especially condemning; because 

tatistics are often trustworthy. 


The accountancy plane of equilibrium in international dealings has been 
dismissed, sometimes, as too simple to warrant much analysis. That plane 
s heretofore been supposed to involve merely the simple arithmetic of 
ible-entry bookkeeping: the adding and subtracting of equals. Because 
debit and credit of each international transaction are equal the totals of 

|| international transactions must likewise be equal. 
Of the two entries for each transaction with foreigners, one inevitably 


ffects the international movement of short-term capital; barter is rare 
in practice to be ignored. Each credit in our balance of payments 
is a rease of American deposits abroad (a balance-of-payments debit) ; 
or, it is a reduction of foreign deposits in the United States (also a balance- 
ments debit). The reverse is true of each debit in our balance of pay- 
Even when dollar paper currency is spent abroad or is mailed there— 
irists, immigrants and others—the currency pours through the “‘re- 
rvoirs’ of short-term capital, usually with little lag, freezing or thawing. 
Further, gold shipments, often falsely declared to be the balancing item in 
lance of payments, are not exceptions; these, too, have double-entries 
ting the international movement of short-term capital. 
s ofthandedly, the accountancy plane of international equilibrium 
well enough pictured, heretofore. What challenged the wits and 
ledge of many of the keenest thinkers among economists were other 
f equilibrium. The accountancy plane was supposed to stop, dead, 
th equal debits and credits. 
This paper will describe some neglected mathematical relationships be- 
tween groups of debits and credits, inside the balancing grand totals of 
ternational accounts. What was speciously so simple will be shown to be 
omplex. Equilibrium on the accountancy plane will emerge with new 
operties which, incidentally, hold not only in international dealings but 
in domestic trade and virtually throughout all human economy. 


he 
uid 

Ww. 

as 

ng 
the 9 

0), 
| in 

b f 

ngs 

\ 


82 Ray Ovid Hall [ March 


balance of a great volume of relatively stable miscellaneous transactions 
These four balance-of-payments accounts supply the real fireworks of 
fluctuation, in any nation’s foreign dealings. 

Such an abbreviated balance of payments is a 4-quantity equation, if, 
in the real world, there is no net discrepancy due to errors and omissions 


Each of the four accounts in these abbreviated tables is, therefore, obedient 


to the laws ruling 4-quantity equations. Those laws, perhaps not systemati. 
cally enunciated in pure mathematics and not heretofore consulted for in 
sight into international equilibrium, will now be explored. 

There can be no equation among four quantities, items or accounts, un- 
less (Pattern A) one of them balances the remaining three, or (Pattern B 
two of them balance the two others. These two arbitrary designation: 
Pattern-A and Pattern-B balances of payments, are convenient in exploring 
the peculiarities of each. 

The mathematical properties of equilibrium can be seen best when the 
four accounts are arrayed as to size. The nature of a one-three (Pattern A 
equation, however, is quite apparent. Obviously, the account which equal 
the three others is the biggest. The three smaller accounts can, theoretical; 
all be equal. Likewise, the second and third, as well as the third and fourth 
can be equal. 

The properties of a two-two equation (Pattern B), on the other hand 
demand closer scrutiny. The outstanding peculiarity here is, that the biggest 
and littlest of the four accounts must be on the same side of the equation 
while the two accounts intermediate in size must be on the opposite sic 

Mathematical proof of that minor signs-principle comes by eliminating 
the two following false hypotheses: 


(1) That a 4-quantity equation is possible, with the biggest and next bigges 
quantities on the same side of the equation. 

(2) That a 4-quantity equation is possible, with the biggest and third bigges 
quantities on the same side of the equation. 


The first of those two false hypotheses is absurd at sight.‘ The other hy: 
pothesis is wrecked by the following brief resort to first-year algebra: I! 
a, b, c, and d@ are arrayed according to size, a> b> c> d; therefore, sinc 
a> bandc> d,atec> b+d. 

Below are two imaginary balances of payments, both in perfect equi 
librium. They illustrate the two alternate patterns possible without 4 n¢ 


In Pattern B, but not in Pattern A, all four items can be equal 


* Exception: 


In interpreting balances of international payments, economists often bulk 
their numerous figures into the net amounts of fowr main accounts: the 
merchandise balance, the net movements of capital and of gold, and the 
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liscrepancy due to errors and omissions. The amounts can be visualized 

; millions of a nation’s currency in international exchange. 
PATTERN A PATTERN B 

Amount Item Amount 

+618 Capital —1,116 

—335 Merchandise . +913 

—234 Miscellaneous +215 


0 Discrepancy ....... oe 0 


From those two imaginary balances of payments and from the brief 
ematical analysis preceding them, one deduces the major signs- 
ple of 4-account equilibrium: The plus-or-minus sign of the biggest 

t must offset those of both the two next biggest. In balance-of- 
ments parlance, this means that if the biggest account of the year (or 
) is a net export, visible or invisible, the two accounts next in size must 
e net imports, visible or invisible; and vice versa. In both patterns, 
iggest item may be said to “command the signs of’’ both of the two 
iggest; whereas, in Pattern A, the biggest item “commands the sign 
fourth in size, also. 
orollary of the major signs-principle in 4-account equilibrium is, ‘If 


gn of one of the three biggest items is known and if the order of their 
known, the signs of all three are known.” 


There are inflexible mathematical laws, also, which shape the relative 
f items within each of the two possible patterns of 4-quantity equi- 
Pattern A has three limits upon the relative size of its iterns; Pat- 
only one. 
These relativity limits, proved by simple percentage, are easy to state: 
1 Pattern-B balance of payments, the second variant can never be less 
f the biggest variant—whatever those items chance to be. In a Pat- 
by contrast, the second variant can never be less than one-third the 
he third variant, never more than one-half the biggest; and the 
riant, never more than one-third the biggest.? 
tain precise relativity limits within patterns, one merely computes 
ma and minima of each of the three minor items, in percentages 
ggest. Each of the three minor items, in other words, is in turn 
the largest possible and the smallest possible, always in per- 
the biggest. The method is illustrated in the following table, 
lyzes Pattern A. 
y of 4-quantity equilibrium is that, though each of the three minor variants 


1 A is limited in size, in relation to the biggest variant, they are at no point 
another, 
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Size CASE I CASE II CASE Ill 

of 2-item balance. 3-item balance. 4-item balance 

item (per cent) (per cent) (per cent) $ 
Second —100 (max.) —50 —3314 (min) 
—Negl. (min.) —50 (max.) —3314 
—Negl. (min.) —Negl. (min.) —3314 (max) 


Discrepancy 


To study this table on Pattern A, read across one line at a time—the 
fourth-variant line, for example. Notice from that line that the fourth. 
variant can be “‘neglible,” in Cases I and II, and that the largest it can ever 
be is in Case III, where it is one-third of the biggest variant. Similar 
examinations of the second and third lines establish their relativity limits 
under Pattern A. 

The only relativity limit under Pattern B is established by analyzing 
three “‘cases” in an analogous fashion. Thus it can be easily demonstrated 
that equilibrium is not mathematically possible, under Pattern B, unles 
the second variant is at least one-half the biggest. 


In motion, balance-of-payments items become kaleidoscopic, in the light 
of these mathematical relationships. In a table of the fluctuations of the 
balances of payments of a given country, movements are especially livel 
The biggest fluctuation for one year(or one day), for example, may lk 
merchandise, with a plus sign. The very next year (or next day) may carr 
merchandise as the second, third or fourth biggest fluctuation, also wit! 
the plus sign of an export; or, it may become any of the four fluctuations 
in size, with the minus sign of an import. Similar flickerings in positi 
can occur with any of the three other accounts in 4-account balances 
payments. At no point, obviously, can the signs principles or the relativit 
limits fail(ruling out a net discrepancy due to errors and omissions). 
What determines a Pattern A or a Pattern B is, whether the sign of the 
fourth variant offsets that of the biggest variant. The fourth variant m 
remain, say, gold; or, at transactions pile up, some other account may come 
to have a balance smaller than that of gold. There is a dramatic moment 
at the sign-change of the fourth variant, when relativity limits relax 
tighten, with the suddenness of a change in design of the cat’s cradle. 


The laws of 4-quantity equilibrium have at least one practical use. Thi 
is in localizing and roughly measuring certain types of errors in balance 
of-payments estimates and in reducing the errors accordingly. 


* There is danger of inferring that, in the light of patterns and relativity limits, 
must be a heretofore undiscovered type of transfer problem arising from the mathemauc 
law of equations. Such an inference would be fallacious. 
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This localizing of error starts with a table of maximum comparisons,* 
which exhibits the fluctuations of the balance of payments of a given year, 
em by item, away from each other year of its series. Next, each fluctuation 
that table, which jointly transgresses a relativity limit or a signs rule, 

is encircled. 
If one item in the table, say merchandise, has a circle for each year’s 
fuctuation throughout the series, and if its plus-or-minus sign consistently 
‘ees or disagrees with the discrepancy fluctuation, it clearly defies the 


iLL 


mathematics of 4-quantity equilibrium. It cannot live with its pattern-mates. 

Sometimes the guilty item quarrels with all three other items, in turn; 
- no other item quarrels with any item except the guilty one. Further, 

somewhere in the table, the guilty item may go wildly over a relativity 
t with gold, which is usually known to be closely accurate. 

Where guilt is thus dramatized, a balance-of-payments compiler now 
has scientific proof that one of his three gzoups of estimates is seriously 
ous, in relation to his other groups. He will, of course, adjust his 
sreliminary estimate of that group accordingly; for accuracy will be served 

iny adjustment less than double his error. Each of these three groups 
s largely a conglomeration of conjectures; none is without sparse sam- 
plings, dubious reporting and poorly educated guesses. The new technique 


wil! sometimes establish beyond doubt that one estimated group is wrong; 


though there may never be proof that any is correct. Further, with error 
] 


localized to one group of estimates, a scrutiny of these may point the way 
improved methods of future estimating. 

How errors of varying amounts are reflected in the error-circles of a 
table of maximum comparisons can be tested variously. A quick test is that 

“known error artificially injected.” Error can be deliberately injected 

to one item in one of a series of imaginary balances of payments, all 
ously in perfect equilibrium; or, error can be injected into one item 
ne year of a series of official balances of payments. In the latter test, 
| is suggested as guinea pig, if statistically most dependable. 

Certain balance-of-payments errors are beyond the reach of this pattern 
ysis. This is true of small errors, of course—how small becomes clear 
igh in tests of “known error artificially injected.”” Perfectly compensat- 

ing errors, also, are beyond any technique yet devised; these do not trans- 
; the mathematical relationships of equilibrium. On the other hand, 
supplementary errors (two or more items having errors with the same 
f-minus sign) can be cautiously felt out and reduced, through tests 

1 artificially injected supplementary errors. 
A by-product of the new pattern analysis is a new type of error-pre- 


rnational Transactions of the United States, by R. O. Hall and associates, National 
rial Conference Board, New York, 1936, Chapter IX. 
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sumption against a specific item in an estimated balance of payments 
Examples of older error-presumptions are: relative unreliability of statistics 
or estimates; unexplained failures of merchandise exports to rise or fall 
together; and unexplained failures of large capital fluctuations to offset the 
plus-or-minus signs of gold fluctuations. To the older error-presumptions 
are now added several resulting from studying the order of variants. Thus, 
capital is suspect as third or fourth variant; miscellaneous, as biggest or 
second variant.® Again, studies of the order of variants indicate that the 
biggest variant is often too big.® Still further, a strongly suspected error 
in the order of variants may be supported, slightly, by the ratio of the 
fluctuation of discrepancy to the sum of the fluctuations of the four variants; 
as higher averages of these discrepancy ratios are associated with certain 
types of pattern errors than with others. 

The new techniques to localize errors are not recommended indiscrim- 
inately. Some of the world’s balance-of-payments estimates are miserably 
constructed, with regard to completeness, comparability or even arithmetic 
In such cases, the task indicated is reconstruction, not scientific revision 
Estimated adjustments of error by pattern analysis are recommended 
only where intelligent and meticulous compiling has reached the dead-end 
of factual resources but where a large net discrepancy still challenges—an 
guides. 

Ray Ovip HAL! 

Washington, D.C. 


In 163 balances of payments of 14 countries whose fluctuations have been analyzed by 
the writer, capital is the biggest variant in 75 and second variant in 55; while miscellaneous 
occupies one of those two positions in only 26 of the 163 cases. 

°In the 52 balances of payments in the writer's notes, in which the biggest variant of 
the year exceeds one-third the biggest variant of its series of approximately 10 years, i 
plus-or-minus sign offsets that discrepancy in 44 cases. 
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RUPEE CIRCULATION IN INDIA 


the outbreak of the European war, the flow of rupee coins back from circulation 
ves, which has been going on for many years, has been reversed. The stock of rupee 
the Reserve Bank of India decreased from 750,000,000 rupees in September, 1939, 
000 rupees in July, 1940; while circulation increased from about 1,500,000,000 
10,000 rupees. This increase of coin circulation has been due partly to the 
nal increase of note circulation, for which the coins serve as small change, and 
all probability, to some tendency to hoard coins in preference to notes, although 
sent or any probable future price of silver they are not worth melting. To avoid 
1 of the Reserve Bank’s supply of coin, the government of India, in July, 1940, 
issuance of 1-rupee notes, which would be counted as “rupee coin” in the 
k’s accounts. Finally, in December, 1940, it announced a reduction in the fineness 
pee from 11/12 to 0.500. It remains to be seen whether this section will be accept- 
e population. 


At the outbreak of the European war in September, 1939, the circulation 
of rupee coins in India had reached its lowest level since the World War. 
at era the use of paper notes had perforce been greatly increased; in 
ceeding two decades they had become pretty generally acceptable. 
pee coins had been steadily flowing back from circulation into the gov- 
nment’s paper Currency reserve prior to 1935 and thereafter into the issue 
lepartment of the Reserve Bank of India which took over the management 
he paper currency on April 1 of that year. 
September, 1939, the quantity of rupee coin and of bullion derived 


ns withdrawn from circulation was approximately as follows: 


Millions Equivalent 
millions of 
fine ounces 


lation (including hoards) :' 500 
lepartment of Reserve Bank 250 


in monetary system (all in coin) 


rovernment, withdrawn from monetary 
(coin and bullion) 480 


same time, the circulation of paper notes, issued in dominations 
pees and upward, amounted to about 1,800,000,000 rupees, or con- 
bly more than the coin circulation, especially when allowance is made 
irded coins not in active use. 

the outbreak of the war in September, 1939, the price of silver in 
jumped about 15 per cent, and has since remained, with minor 
ns, at a level equivalent to about 50 cents per ounce as compared 
American price of 35 cents. This disparity is caused by the exist- 

f an import duty on the white metal in India and by restrictions on 
pply of exchange for purchasing it, so that the Bombay market is 
!’ from the American one. During the autumn of 1939 there 


ed a large demand in Bombay for silver bullion. This was met 
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largely by sales from the stock held by the government, which is reported 
to have disposed of some 60,000,000 fine ounces. 

Less spectacular than the bullion speculation in the autumn of 1939, buy 
attaining significant volume, was the outflow of rupee coins from the Re. 
serve Bank into circulation. From 750,000,000 rupees in September, 1939 
its stock decreased steadily until the “standard” level of 500,000,000 rupees 
was reached on May 24, 1940. Thereafter the flow was more rapid; and 
less than 300,000,000 rupees remained on July 19, 1940. If withdrawal; 
had continued at this rate the reserve of rupee coin would have been ex 
hausted in a few months. 

This great increase of rupee circulation was ascribed in part to the fac 
that total note circulation had also grown greatly, to take care of increased 
wartime demand for various commodities at rising prices. Thus the increase 
of coin circulation from 1,500,000,000 to 1,950,000,000 rupees was al- 
most exactly proportional to the increase of note circulation from about 
1,800,000,000 to about 2,400,000,000 rupees. Part, though probably not 
all, of the increased supply of coin would be needed as “small change” for 
the increased business done with the notes. In addition to this legitimate 
business demand, the cultivator, with a larger 1 income at higher crop prices 
was perhaps holding some of his surplus in rupee coin, both because coin 
is not as destructible as paper and also because he may have had a feeling 
that coin might become more valuable than paper. There was actually, of 
course, little justification for expecting any rise in the price of silver suf: 
ficient to make the rupee worth melting, as it had been during the Worl 
War. Even at the high Bombay price of the white metal, the rupee melted 
was worth little more than half its face value. Still the ryot could hardly 
be blamed for remembering his experience of 20 years before and pre 
ferring to hold hard money rather than paper. 

To meet this situation, the government finally acted. The first step was 
at the end of June, when a rule was promulgated under the Defense of 
India act making it an offense for any person to acquire coins in excess 0! 
his personal or business requirements and providing that in cases of doubt 
the judgment of the Reserve Bank or its duly appointed agents as to wht 
constitutes the reasonable requirements of an individual should be condu: 


Sive. 

A month later an ordinance was passed providing for the government! 
issue and put into circulation 1-rupee notes. The law provided that thes 
should be treated by the Reserve Bank in its accounts exactly as if they wert 
rupee coins. In addition provision was made that the government, at the 
close of any week in which the amount of rupee coin (including, of cours, 
the new notes) held by the issue department of the Reserve Bank shoul 
fall below the “standard” 500,000,000 rupees, might, with the consent! 
of the Bank, deliver to the Bank, against legal tender value, enough “rupee 
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' (including the new notes) to make up the deficiency. By the original 
Reserve Bank of India act such deliveries could be made only after the 

e of a financial year on March 31; the new ordinance made immediate 


istment possible. 

The Bank’s statement for July 26, 1940, the first after the passage of the 
rdinance, showed an increase of “rupee coin” by 90,000,000 rupees, from 
292.000,000 to 382,000,000 rupees. It is probable that this increase was 
atirely in the form of 1-rupee notes; and that the government may have 
ed over more than 90,000,000 rupees, the remainder having flowed 
nto circulation during the week. The stock of “rupee coin’’ decreased at 
of about 30,000,000 rupees per month in August and September, 

is the latest date for which figures are at hand at this writing. 

That the issue of 1-rupee notes was not adequate to check the hoarding 
1d for coins is evidenced by the much more drastic action taken by 
vernment of India at the end of December, 1940, when announce- 

is made that the fineness of the rupee would be reduced from 

to 0.500.? 
Such a step might logically have been taken in India during the World 
r when the rising price of silver made the rupee worth melting. A similar 
vas met in this way by a number of countries when the price of 
te metal rose moderately in 1906 and greatly during the war.? In 
wever, it was feared that the people would not willingly accept 
luction in the fineness of the rupee which had been unchanged since 
and the idea was rejected both by the government during the war and 

Babington Smith committee which investigated Indian exchange and 

in 1919. Instead, the exchange value of the rupee was raised, by 

ssive steps during the years 1917 to 1920, to keep pace with the rising 

f its silver content. 

recent action of the Indian government cannot be based on any rea- 

expectation of a rise in the price of silver sufficient to attract the 

f 11/12 fineness to the melting pot. Presumably it was taken because 

une evident that 1-rupee notes would not be wholly acceptable, be- 
idditional rupee coinage would be necessary, and because it would 
1 be pointed out that this reduction in the silver content of the rupee has 

mon with the reduction in the gold content of the American dollar in 1934. 
il gold rupee established in 1927 remains unchanged as the basis of the 
silver rupee has been compared to a note printed on metal instead of on paper; 

t point of view the change is similar to the change in size of United States 

in 1929. The weight of the silver rupee will continue unchanged at 180 
sumably its exchange value will continue to be pegged at 1s. 6d. as it has been 
since 1941 this has represented a depreciation of Indian currency below its 
old value in exactly the same proportion that the pound sterling is depreciated 

ld sovereign. 

n account of the adjustment of Indian and other currencies under such conditions, 

, Silver Money, Bloomington, Indiana, 1939, chaps. 13, 18-20. 
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be cheaper to coin debased rupees than the old ones (especially if the pur. 
chase of additional bullion and the consequent need for dollar exchange 
could be avoided). 

It will be interesting to see whether the measure is successful. With the 
silver content reduced nearly one-half, the government will be able t 
recoin the stock of silver in its control into nearly twice as many rupees as 
before. This stock, however, is now only about a quarter as great (in ounces) 
as the amount of rupees in circulation and hoards. It would seem probable 
that the hoarding demand for the old rupees will become all the stronger 
and that the government will have difficulty in recalling any great amount 
of them for recoining. The new rupees will not be wanted for hoarding 
but may be acceptable in circulation. 

In any case the reduction in the fineness of the rupee after 100 years 
marks an epoch in the history of Indian currency. Moreover, as regards 
the world silver market, it is just one more step in lessening the world de. 
mand for the white metal. 


DICKSON H. LEAVENs 
Cowles Commission for Research in Economics 
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COMMENTS ON 100 PER CENT MONEY 


liscussion to the contrary, the chief argument for the 100 per cent reserve plan 
a a monetary theory of economic fluctuations. The merit of the plan is that it 
nrevent investment in excess of voluntary savings. Other claims for the scheme 
cant. Some of the advantages claimed can be obtained with less radical reform; 
e accompanying and offsetting disadvantages. Reduction of national debt, for 
ild be obtained through the 100 per cent plan only at the expense of bank 
Economic fluctuations would not be entirely eliminated. Indeed, minor changes 
| for idle cash balances can be better met under the present system. Since some 
posits are savings in the relevant sense, and some time deposits are not, the 
ot guarantee equality of savings and investment. It does tend to minimize 
between them. If over-investment is not a problem of the real world, the 
f no practical significance. Equality of saving and investment is not a sufficient 
r a high level of income and employment. While too much has been claimed 
n, a step in its direction deserves serious consideration in view of the large excess 
the stimulus of armaments expenditures. 


versy over the 100 per cent reserve plan has been revived by the 
rance of two articles on the subject in a recent issue of this Review. 
vival is opportune. The possibility that a strong recovery will de- 
is no longer remote, member banks are in possession of nearly seven 

lollars in excess reserves, and accordingly discussion of measures 
ntrol of monetary expansion is no longer purely academic. 


Advantage of the Plan 


ntrary to Thomas,? it is my opinion that the chief argument in favor 
he 100 per cent plan rests upon the monetary theory of the trade cycl>,° 
that the peculiar feature of the scheme is that it appears to provide an 
atic check to investment in excess of voluntary savings.* The degree 


tiveness of the plan in preventing over-investment depends upon 
at to which time deposits can be identified with savings, and 
leposits with money. It is true that under a rigorous 100 per cent 


rve plan, so long as the supply of currency is fixed, no increase in the 


| 


volume of demand deposits could arise except through a withdrawal 


y from private circulation. There is some justification, then, for 
ling an increase in volume of demand deposits as the result of a 


Gunnison Brown, “Objections to the 100 Per Cent Reserve Plan,” and Rollin G. 
100 Per Cent Money,” Am. Econ. Rev., June, 1940. 
| 316. 
the sort of theory that traces depression to over-expansion of credit in the 
companying over-investment and distortion of the capital structure. Perhaps 
wn presentations of this theory are by Hayek (Prices and Production, London, 
Profits, Interest, and Investment, London, 1939) and Robbins (The Great De- 
n, 1934); but it is worth noting that even some of the “‘Keynesians’’ have 
planations of disturbances in terms of discrepancies between savings and 
, for example, Kaldor, ““A Model of the Trade Cycle,” Econ. Jour., March, 
‘savings” and “investment” are used throughout in the “Robertsonian” 
ngs are income of last period minus consumption of this period, investment is 
’n capital goods in this period. 
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decision on the part of the community to hold one form of money instead 
of another, and not as a result of a decision to save a larger portion of 
income. Similarly, there is some justification for regarding an increase jp 
total volume of time deposits as the result of a decision on the part of the 
community not to spend its entire income during the current income period: 
that is, as the result of a decision to save more. 

An original increase in time deposits through a shift from demand 
deposits or currency could result in a multiple expansion of loans through 
return flow to the banks in the form of new time deposits. Each time ; 
recipient of the proceeds of expenditure of loans decides to make a time 
deposit, however, he has made a decision to save. The spread between 
income and expenditure on consumption (==saving) grows pari passu with 
the loan expansion, even if consumption merely fails to keep pace with the 
growth of national income. Thus if equilibrium demands that savings and 
investment be kept equal, a banking law requiring 100 per cent reserves 
against demand deposits, and no reserves against time deposits, has much 
to recommend it.® 


Other Claims for the Plan 


Other advantages claimed for the 100 per cent reserve plan are extravs- 
gant, resting either on special forms of organization of the scheme which 
have offsetting disadvantages, or upon improvements which could be ob 
tained with less radical reform. For example, it is pointed out that the scheme 
would eliminate the disturbances that now result from shifts of deposits 
from bank to bank.® Virtually all of these disturbances could be avoided b 
a system of branch banking with equalized reserves. Other proponents of 
the scheme have argued that it would completely eliminate bank failures 
It is true that the unfavorable effects of withdrawal of demand deposit 
disappear under the 100 per cent plan. Withdrawal of demand deposit 
would lead to no contraction of the money supply. However, there coul: 
still be ‘‘runs’’ on time deposits, which could necessitate calling of loans an¢ 
thus could result in deflation. While the amount of loans that wouid have 
to be recalled would be somewhat less than under the present system, ther 
is evidence that withdrawals by holders of large time deposits were mort 
serious in the case of some of the bank failures in the thirties than runs 01 
demand deposits. The very fact that their funds cannot be immediately 
withdrawn makes time depositors more nervous. It might also be pointes 
out that the danger of runs could be much diminished by unlimited insut 
ance of deposits. 


* The significance of this distinction between demand and time deposits with respe 
to their relative ability to support an increase in loans without leading to disequilibuun 
seems to have been missed entirely by Brown (Joc. cit., pp. 309-310). He argues 
demand depositors are the true “lenders,” and thus implies that they are all savers; but suc 
is surely not the case. # 

*For example, A. G. Hart, “The Chicago Plan for Banking Reform,” Rev. of +” 
Stud., Feb., 1935, p. 108. 
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it is against such exaggerated claims for the 100 per cent scheme that 
most criticisms have been directed. For example, it has been argued that 
the scheme provides a means of retiring the public debt, since the reserves 
needed to support the existing volume of deposits could be supplied by 
purchasing government securities from the banks.’ The following dis- 
advantages of this proposal can be pointed out: 

(1) By depriving banks of income earning assets, as well as limiting 
their lending powers, you force them to impose high service charges on 
demand deposits. These high charges would in turn deflect methods of 

ayment into channels less subject to government control, such as use of 
rivate debt for payments. 

(2) By absorbing those assets traditionally regarded as “best,” bankers 
are induced to rearrange their portfolios with resulting disturbances in the 
capital market. It is also possible that the necessity of parting with the best 
assets would diminish confidence in time deposits and lead to a conversion 
of time deposits into demand deposits, with probable deflationary effects.* 
However, if the added protection against time deposits through the rise in 
tockholders’ equity, as time deposits decrease, proves insufficient to check 
such conversion, the extension of deposit insurance to time deposits would 

wide a remedy. 

(3) The decline in volume of government securities held by the banks 
would make open-market policy more difficult to carry through effectively. 

These particular difficulties could be avoided by outright gifts of reserves, 
ot by permitting the banks to hold bonds as reserves and to draw interest 


» Under the first plan, either the banks must be subsidized by the govern- 
| ment, adding to the fixed charges of the Treasury, or they must levy high 
} service charges, with the dangers mentioned above. Under the second plan, 
nterest burden which has no counterpart in income-creating government 
expenditures is made a permanent feature of the banking organization. 
§ Similarly, the claim that the 100 per cent reserve scheme would eliminate 
cycles is excessive. One hundred per cent reserves cannot prevent increased 
iding of cash balances, and the resulting deflation. It cannot stimulate 
pansion in depression. It could only be argued that by preventing over- 
® ©xpansion, the uncertainty which gives rise to increased holdings of cash is 
less likely to arise, and the necessity of stimulating recovery is less likely to 


ould be argued that the 100 per cent system is at a disadvantage as 
mpared with the present system whenever an increased demand for cash 
5 appears. Under the present system, such “hoarding” can be offset 


mple: Irving Fisher, “100 Per Cent Money and the Public Debt,” Econ. 
1936. 
arely conceivable that if the new demand deposits are used to increase con- 
the deflationary effects of calling loans will be offset. 
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by an expansion of loans based oa the rise in voluntary demand deposits 
However, whenever a strong deflationary movement sets in, the reduction 
of those interest rates which the banks can control usually proves insufficient 
to stimulate borrowing. Under either reserve system, such movements cap 
be adequately offset only by Treasury operations. On the other hand, ther. 
may be seasonal or temporary increases in voluntary demand deposits which 
could be offset by loans under the present system, and which under the 
100 per cent reserve plan might lead to an unnecessary deflationary moye- 
ment. It might be advisable to retain fractional reserves for the federal 
reserve banks, and let the Board use discretion in expanding and contracting 
member bank reserves through rediscount, for the purpose of offsetting 
fluctuations in demand for idle cash balances. This modification, however 
robs the scheme of its ‘‘automatic’’ character, and exposes the economy t 
the dangers of unwise decisions by the board of governors of the federal 
reserve system 


Limitations of the Plan 


There are two limitations on the capacity of the 100 per cent reserv 
scheme for preventing over-investment. First, there is a strong possibility 
that new lending institutions would grow up duplicating the present partial 
reserve system, or that bankers would find a way to make savings deposits 
available to more than one borrower simultaneously.*® Control of the banks 
outside the system presents a serious problem, and the requirement of 
100 per cent reserves only for member banks would drive banks out of the 
system. Such developments could be met by revision of the law whe: 
they occur. Second, so long as the United States is not a closed system 
we are subject to influences on our economic structure from abroad. Limits- 
tions on lending by our own banks would bring capital from foreign mone 
markets whenever the demand for loans was high, and ovet-expansion 
based on foreign loans could result.’ Some law could be drafted to prevent 
such capital inflows, but it would be likely to prevent desirable world dis 
tribution‘of the capital supply in the process. 

A more serious objection is that some demand deposits are really savings 
in the relevant sense, and some time deposits are not savings in the relevas! 
sense. Some people leave deposits on demand through an entire income 
period, in excess of the balances needed to meet emergencies. When suc! 
deposits, which are really savings, are not offset by investment, the nation’ 
income is kept lower than need be. 

However, if there is a strong demand for loans, and insuf--cient reservt 


* This point is made both by Brown (Joe. cit., p. 312) and Thomas (Joc. cit., p. 317 
* Presumably no disturbances would arise so long as voluntary savings equal | 
increased American investment took place somewhere in the system; but if tn cou 
tries expand on a fractional reserve basis, over-investment and consequent breakd 
the system as a whole is still possible. 
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1eet this demand, loan-rates of interest will rise, enabling the banks to 

sher rates on time deposits and so attract savings out of demand 

deposits. It is questionable whether any demand deposits that cannot be 

lured into time deposits by higher interest rates are savings in the sig- 

ficant sense. When the problem is not one of offsetting savings, but of 

¢ hoarding, an increase in quantity of money rather than an 
ncrease in investment as such is the proper solution. 

Other people withdraw time deposits before the end of an income- 

yeriod: if loans have been made on the basis of such deposits, they must 

alled or reduced, with disturbing effects. This difficulty could be 

sely avoided by imposing a minimum notice period for withdrawal of 

deposits equal in length to the average loan period, or by having 

ustomers themselves purchase liquid assets such as commercial paper, 

nks serving only as brokerage houses, and eliminating savings ac- 

ltogether. 

be questioned whether the volume of voluntary savings that 

hieved would be sufficient to obtain a high level of national 

ven if it were all invested. On the other hand, the proper solution 

naflciell volume of savings is surely not ‘‘forced’’ savings through 

lit inflation. Additional loan funds could be obtained by banks either 

elling additional stock or other securities (which would tend to raise 

rates) or by raising rates offered on time deposits, and raising 

in-rates of interest accordingly. An insufficiency of loan-funds will appear 

ily in face of an increased demand for loans; and does not equilibrium 

tell us that with an increased demand for loans interest rates 

if it is true—as some of the Keynesian literature implies*?— 

ss cycles are fluctuations above the equilibrium level of employ- 

income, we ought not to oppose any tendency to expansion. 

to depression after a period of prosperity is better than continual 

1. In such a world, the 100 per cent plan would have no place. 

guess is that this view grossly underestimates the scarcities of 

key resources, such as skilled labor, and the difficulties of over- 

ng bottlenecks by continued monetary expansion. It seems too much 

pe that the release of resources through the development of bottle- 

will be entirely offset by expansion in other parts of the economy, 

the impetus of credit inflation. Once it is admitted that a level of em- 

ment can be attained where parallel expansion of all stages of produc- 

longer — it follows that — is a limit to safe and desir- 


n-f continue indefinitely only if the con- 


le, J. M. Keynes, General Theory ..., pp. 322-323. 
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sequent rise in money income called forth a volume of new voluntary 
savings equal to the entire increase in investment and income—a resyj; 
that is impossible to imagine. 

In this connection, it might also be pointed out that for the banking 
system as a whole, slightly more than half of total deposits at the presen: 
time are in the form of time or savings deposits, which would provide ti 
basis for a substantial expansion of loans even under the 100 per ceni 
reserve system. If these time deposits, plus those that could be attracted by 
raising interest paid on time deposits, plus the funds flowing directly into 
the capital market, do not provide enough funds for a high level of 
investment, there is no remedy within the banking system. Moreover 
it could surely be questioned whether under present conditions more 
consumption would not do much more to expand investment than mor 
Saving. 

A system which expanded loans only to the extent that people volun 
tarily forego consumption would result in a fall in the price level when. 
ever output increased.’? Since falling prices have an unfavorable effect on 
business expectations, the 100 per cent scheme might therefore prevent 
the attainment of full recovery. There is a dilemma here; we may have t 
choose between weak recoveries and dangerous booms. 


Conclusions 


While too much has been claimed for the 100 per cent proposal, it is 
also true that most criticisms are merely objections to such claims. Th: 
plan is not a cure-all, and it may even be less adapted to offsetting minor 
fluctuations in demand for cash balances than the present system. It wil 
aid materially in the control of booms. Under present conditions, wheo 
the large volume of excess reserves threatens inflation, and large armament: 
expenditures promise a high level of employment, a step in the direction 
of 100 per cent reserves is worthy of serious consideration.** On the other 
hand, our immediate problem is still to stimulate investment rather than t 
check it, and for that purpose the 100 per cent reserve scheme is no help 

BENJAMIN HIGGINS 

Harvard University 

* Brown (loc. cit., pp. 309, 312) implies that the 100 per cent plan is designed ! 
stabilize the price level; such is not the case. It is true that some supporters of the plas 
such as Irving Fisher, have linked “a stabilized price level and stable business,” but th 
link is not justified. It is not clear whether Brown himself identifies stable prices w0 
equilibrium or not. 

* Thomas (Joc. cit., p. 318) says that “the 100 per cent plan offers nothing in av oid 
undue expansion of credit that is beyond the power of the monetary authorities under t 
present system.” He offers two remedies for excess reserves. The first is a rise im reser 
requirements- -but that is at least a step in the direction of 100 per cent reserves. The om nc 
is sterilization of gold; but sterilization of gold adds to the interest burden without adding 
to national income, which is precisely the grounds on which the bank-subsidization ve 
of the 100 per cent plan is criticized. 
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COMMUNICATIONS 


Timing Pump-Priming Expenditure 


If we assume that government expenditures are to be planned to influence 
the over-all level of business activity or national income, the timing of these 
expenditures becomes a major problem. One aspect of the problem is sudden 
curtailment of the expenditure, as typified by the American experience in 
1936-37. Another, on which the object lesson appears to be less clear, is the 
comparative influence of expenditures made at the first sign of wavering levels 
f activity or after the decline begins to level off. This issue is brought to the 
fore by Mr. Samuelson’s article in the September, 1940, issue of the Review, 
in which he holds that there is a growing reaction in the literature against delay- 
ing expenditures until the bottom of the depression has been reached.’ The 
present writer believes that important logical considerations are overlooked. 
' The growth of maladjustments during cyclical upswings and downswings is 
senerally accepted by students of the problem. Not only do maladjustments ac- 
cumulate during these movements, but the movements away from extremely 
low or high levels tend to correct maladjustments which existed when the move- 
ment began. Evidence exists for believing that the unbalance at peak levels in- 
ludes not only some abnormal wage rates and high costs, granted by Mr. 
Samuelson, but many other maladjusted situations: an unusually large number 
of monopolistic agreements, a reduced interest in new technological methods, a 

gree of inefficiency, an unusually wide area of weakly supported vested in- 
terests, disproportionate production of durable goods, excessive valuation of 
equities in comparison with bond and mortgage prices, disproportionately high 
rates on short-term as opposed to long-term loans, a disproportionately large 
part of the income flowing to speculators and risk takers. In all of these cases 
a decline which occurs and is expected to continue tends to produce readjust- 
ment as it occurs. Instead of the decline amounting to an industrial lockout, as 
Mr. Samuelson states when assuming that only wage-rate and other cost reduc- 
tions are involved,” there is at least presumptive evidence for believing that a 
rather general readjustment takes place. Essential readjustments were staved off 
for a time in 1929-32, bolstered by the belief that no readjustment was needed. 

Harrod’s idea of the “breathing space,” during which government expendi- 
tures may prevent the onset of a depression, represents the most carefully worked- 
out defense of early expenditure. His analysis is principally deductive. Before 

epting the policy implied as expedient, the American experience should be 
examined from a more empirical point of view. The two declines in the middle 
twenties—1923-24 and 1927—were cut short by credit policies of the federal 
reserve system, exceptionally favorable agricultural relationships, and the stimulus 
provided by foreign investment whenever domestic business declined (as a result 
of the foreign-trade policy existing at the time). Those declines were promptly 
halted, but everlasting prosperity was only a dream in the minds of contem- 
poraries. Is there not reason to believe that the excessive maladjustments of 
29 were related to the inadequacy of readjustments in 1924 and 1927? 
Several major issues are involved, (1) Few hold that complete stabilization 


Paul A. Samuelson, “Theory of Pump-Priming Reéxamined,” Am. Econ. Rev., vol. 30, 
t 10, especially pp. 495-96. 

Uf cit., p. 496n. 

R. F. Harrod, The Trade Cycle (Oxford Univ. Press, 1936). 
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of industry can be achieved. Whatever the scheme of control employed, allow. 
ance must be made for margins of tolerance. Progress will be uneven, fluctuating 
about the line of growth. Hope to prevent all decline is visionary. 

(2) The existence of a tendency toward cumulative movements of a dis. 
equilibrating kind is usually recognized. Only when a procedure is set yp 
which promises to neutralize all downward reinforcement should hope be held 
out for the prevention of a downswing. This leads naturally to the argument 
for waiting until the most important reinforcing forces have spent themselves 
before increasing expenditures for the purpose of increasing nationa: income 

(3) Distinction should be made between producing higher national income 
temporarily and maintaining a reasonably high level of national income over ; 
period of years. Because a given policy of control definitely promises to produce 
a higher level of national income for the time being is no reason for endorsing it 

(4) Favor of the multiplier principle as opposed to the acceleration principle 
reveals causal implications. The question is whether consumption activity is the 
result of capital activity, or vice versa. Most probably, cause proceeds both 
ways. The failure of industry to increase capacity more than just enough to 
accommodate increases in consumption expenditure in 1935-37, thus provid. 
ing a fit for the acceleration principle when the multiplier principle was tried 
on the largest scale in history, should give pause for thought. When it is realize 
that this was a period of upswing, experience can scarcely be held to demonstrate 
the likelihood of ultimate success in ‘stabilizing business at a tolerable level jf 
huge government expenditures are made during the early part of the downswing 


ELMER C. Brati 


Lehigh University 


A Note on Business Concepts and Economic Theory 
I 


William W. Hewett wrote in the June issue of this Review that customary 
courses in the applied fields “have lost ccoatact with their major objective—the 
application of economic theory—and have become adjuncts of the school of 
commerce rather than the social science of economics.”? This failure to us 
economics as a “unifying agent,” he says, should be charged to specialists in 
these applied subjects rather than to any shortcomings of the theory itself. Fev 
will not agree that such a challenge is timely and well-put. I venture, however 
to introduce a subject upon which altogether too little has been written, These 
remarks arise not from the use of theory in applied fields, but from a considera 
tion of the relationship in somewhat reverse order. 


Theory courses themselves should maintain contact and be reconciled int By 
better manner with the concepts, conventions and practices of the applied sub- 
jects. The theoretical concepts of economics must be brought to actual grips wit) Jay 
those of business, accounting, and law.? It is perhaps the failure to bring thes [aR 
together in a satisfactory manner which causes pe in professional schoos Hay 

I 

* June, 1940, p. 333. ca 

* Hewett’s work in the field’ of income and wealth makes me believe that he wou Bay 


be the first to agree that this challenge is of equal importance to the one made in is 
article. 


| 
4 
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, speak often of economic theory as being unreal, impractical, and removed 
from everyday business practice.* 


II 


,ccountancy student may be used as an example of a large group of stu- 
; specializing in other commercial fields, but with the same basic training 
oncepts, who make up a substantial part of the classes in almost all of the 
nciples” and theory courses. He may memorize definitions of “capital,” “in- 
profits,” and “‘rent’’ in a theory course; yet in the accounting laboratory 
works out results of an entirely different character and calls them by exactly 
same names. Regrettably, this confusion exists for the concepts which are of 
primary importance to him—those of “income” and ‘‘profits.” The term “‘profit”’ 
cannot be adequately explained by taking what we call “accounting profits” and 
imply stating that from this sum we subtract imputed interest and wages of 
nagement. Not only must the concept of “income” in the average textbook on 
ics be expanded; but also agreement among economists themselves must 

ight about in order to make theory a “unifying agent.’’ 
accounting student wants to know in what way economic theory recog- 
the concept of a period of time (accounting period) in reckoning income, 
yw the necessary tests for realization in a particular period differ from those 
| by the accountant. He is taught that there is not one “interest rate,” but I 
re that he would be confused if he had to select one of the many rates 
wuld be found in the present money market for the computation of im- 
terest on capital. Where could the student find an example in an ele- 
y textbook showing the amount in dollars to be selected from the balance 
a large corporation on which this interest is to be calculated? If par- 
prices have gone up and the inventory is now worth more than its original 
s; not the accountant clearly in error in not adding what he seeks to call 
ticipated profit” ? If there has been a rapid and substantial change in the 
| price level, has not the accountant so hopelessly mixed dollars of so many 
in his calculations as seriously to distort the profit and the financial posi- 
f income is defined as a “net accretion between two points of time,”’ the 
tep must be to determine the valuations upon which this income is based. 
he economist and the accountant agree that a charge for the replacement 
ipital is necessary, in what way is the straight-line method of depreciation 
lly used by accountants deficient ? How would the valuations made by the 
t and the accountant of a machine used in a factory differ at the end of 
period? Are economists willing to accept “‘operating expenses” as being sub- 
tially the same as such phrases as the “necessary costs of acquisition’ ? The 
way to realize the many questions which might be asked is to study the 

f the specialists in the fields of income and taxation. 

ncept of income is only a beginning, for there are equal difficulties with 
{ the other fundamental concepts such as those of the “entrepreneur,” or 
and with the problem of capital valuation.’ The field of “costs” seems 


Lit 


proach by Fabricant in the chapter on profits in the textbook by Spahr and 
trates development toward more satisfactory treatment. 
| H. Wueller discusses the disagreement among such writers as Seligman, Fisher, 
Plehn, Hewett, and others in his articles on “Concepts of Taxable Income,” Pol. Sci. 
Dec., 1938 
f the American Institute of Accountants lists 31 phrases using the general 
American Institute of Accountants, Accounting Research Bull., no. 7, Nov., 
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practically untouched in the matter of reconciliation. Where there is a decision 
to build a plant and provide the necessary labor force to run it, is the student to 
be blamed if the entire idea of the application of marginai units of labor and 
capital appears to him to be wordnaiiied? It does seem that if economics js 
to be made realistic to the accounting student this part of theory must be ex. 
panded and presented in a unified and more detailed manner. 


III 


There are much broader implications to this whole question. In the past few 
years able economists have stressed the need for a study of the interrelations be. 
tween the social sciences. Should not accounting be dignified by being “taken 
in’’ on this matter of interrelations ? The relation between economics and account. 
ing is necessarily intimate. If economists are to make intelligent use of the vas 
flow of quantitative data afforded by accountants, they must know how to trans. 
late these data. Anyone who has attempted to translate them understands the 
thorough knowledge required in both of these sciences.* 

Valuable material bearing on this problem of interrelations has been in ex. 
istence for years. Practical solutions for some of the difficulties of estimating 
income from accountants’ reports have been made by economists and statisticians 
at the National Bureau of Economic Research and elsewhere. Irving Fisher 
work on the theory of income stands as the one most nearly approaching the 
accounting concepts. Canning’s Economics of Accountancy, published in 1929 
represents a are wre study of the difference in approach and concepts between 
the economist and the accountant. Although it is, itself, a contribution to theory, 
it probably has not been assigned for reading in many theory courses." New stores 
of material are constantly being added by the National Bureau of Economic Re 
search, governmental agencies, and other organizations in dealing with such 
problems as the national income.® Especially significant, it seems, are the writings 
of such economists as Kuznets, Hewett, Warburton, Fabricant, and Copeland 
The trouble is that practically all of this material is now in form to be used only 
by the specialist. It needs simplification, if possible, and summarization. 

Accounting appears to have now reached that state in its evolution where it 
could best profit by further exploration of interrelations. The early treatises os 
accounting for the most part dealt with bookkeeping. As the vast literature on a 
counting has poured from the press, the subject approaches a more mature status 
In recent decades there have been extensive and costly research projects on 
terminology.® Research institutes have been established.?° In fact, accounting 


literature now clearly shows that it has had sufficient time and background to 


begin to reflect in a more or less philosophical way about the entire nature of it 


* Individuals who know both fields are convinced that few economists are capable o! 
doing this. J. B. Canning, The Economics of Accountancy, Ronald, 1929, p. 313. 

* Economists who enter this particular field will immediately see the acknowledgmes' 
which is due this work. It may be true that from the point of view of the avers 
professional accountant he somewhat “‘overshot’’ the mark. 

*Such as Studies in Income and Wealth, Nat. Bur. of Econ. Research, 1938 
other publications. 

* Accountants do not, of course, agree among themselves; but the agreement is mu 
better than that prevailing among economists. 

*I have in mind especially the work of the American Institute of Accountants. 
work on the index to accounting literature and on terminology are well-known. Recca! 
the program has been extended to include a research bureau. Many universities contr! 


in much the same way. 
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on work.2! Evidence of the maturity of accounting will immediately be recognized 
to n the recent work of Paton and Littleton in Corporate Accounting Standards.'* 
of Here great care has been taken to define accounting concepts, and the economist 
8 Be will readily see what a far cry this book is from a treatise on bookkeeping. 
- As explorations in this field are put into use and supplemented by further 
: thought and study, the teaching of theory will certainly improve. An ideal con- 
Ey lusion would be that: (1) the advantage of the vast amount of reflective thought 
¢ by economists would be put to work in affording accounting a better basis for 
few testing such concepts as it is now attempting to propose and define; (2) actual 
be. refinements in accounting technique might be expected to follow; (3) further 
ken } improvements in the methods for translating data from accounting reports and 
unt ® for testing economic principles by —— data should evolve; (4) accom- 
vast : plishment might be made in part of what economists have long hoped for, that ' 
ans- is, economics might be made more realistic; and (5) there would result a clearer ‘ 
the nderstanding by economists of the social implications of the present business 
nd accounting techniques and conventions. 
ex 4 LAWRENCE R. CHENAULT 
iting 
Hunter College 
her 
929 Principles and Practice in Public Finance 
ween 
eory, [he writer feels warm agreement with P. G. Hudson’s communication, ‘‘Prin- 
tores ; les of Economics Prerequisite to Courses in Public Finance,” in the September, 
c Re 5 i0, issue of the Review, which reémphasizes the importance of a sound grasp 
such economic theory as a foundation for teaching and understanding public 
itings ; e, and with Professor Hewett’s article, “Teaching Applied Subjects,” in 
‘land the June, 1940, issue. To Professor Hudson's list of prerequisites might be added 
| onl} the principles underlying international trade in their relation to excises and tar- 
iffs; and also wage theory in relation to the conflicting claims with regard to 
ere the incidence and effects of social security taxes. 
es While Professor Hewett’s indictment of the writers of textbooks in public 
on ac for their failure to integrate their subject matter with the main body of 
state theory is largely valid, the necessity for the inclusion of extensive 
ts ¢ riptive matter in such texts needs to be stressed. Undergraduate students come 
unting he course without a frame of factual reference, and have to be supplied it to 
nd . a prevent the course in public finance from becoming a sterile exercise. 
> of x It 


it is in connection with incidence that many writers on public finance have 
ef st vulnerable in their theoretical treatment. Too often the treatment has 


f cen both inadequate and superficial. The admitted difficulties are unnecessarily 
demest fg increased when writers use loose and conflicting definitions. The fundamental 
gre ® problem of relating economic theory to the applied subjects goes much deeper 

than terminology, but it starts with that. 


MARK C, MILLS 


1Unit ersity 


example, the work by Gilman on Accounting Concepts of Profits, 634 pages, 
1939, and Sweeney's contribution to the problem of accounting and the price 
Stabilized Accounting, Harper, 1936. 

rican Accounting Association, monog., no. 3, 1940. 
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“Principles of Economics Prerequisite to Courses in 
Public Finance”: A Rejoinder 


This writer wishes to tai:e exception to Mr. P. G. Hudson’s comment “Prin 
ciples of Economics Prerequisite to Courses in Public Finance’ which a peared 
in the September, 1940, issue of this Review. Mr. Hudson contended that a 
knowledge of economic principles should be required of all students before ex. 
posing them to such a course as public finance. This knowledge would include 
an understanding of such concepts as (1) supply and demand, (2) law of 
monopoly price, (3) principle of diminishing utility, (4) theory of economic 
rent, (5) interest rate theory, (6) economic meaning of surplus and cost, (7) 
equation of exchange. 

This writer believes Mr. Hudson’s view, which is probably shared by a ma 
jority of teachers of economics, has fundamental weaknesses which are becoming 
more and more apparent. It is not always wise to introduce the subject of eco. 
nomics to students by presenting abstract assumptive concepts. The writer's rea. 
sons include the following: 

(1) Many students are discouraged from taking advanced economic courses 
dealing largely in factual concrete materials because of their inability to 
grasp abstractions presented in the beginning principles course. Would 
it not be better for a student to have a well grounded factual knowledge 
of the economic system than to have frozen knowledge of theory and no 
practical application at all ? 

(2) Neo-classical economic theory has demonstrated its limitations in dealing 
with the complications of the post-World War I period. To assu:ne that 
because a student has memorized these principles he is better qualified 
to study these complications is an assumption which needs careful re 


examination. 

(3) The principles of economics widely required of all beginning students in 
economics are tools and tools only. It is easier to show a student how 
to use these when actually working with a particular subject such a 
public finance or transportation, than in a course of principles whic! 
is merely an abstract prologue. 

(4) The dissatisfaction and confusion now prevalent in the teaching of eco 
nomics is evidence that the deductive method is not effective. Experiments 
in inductive teaching give some hope for the future. We have probably 
had the cart before the horse. We should teach public finance and allied 
subjects first, then proceed to generalizations. If we do this we may fine 
many of our present principles redundant and useless. 

JOHN BiIsHoP PArRisH 


Southern Illinois Normal University 


A Plea for New Texts in Beginning Economics 


Those instructors in beginning economics who believe in theory as an ess¢t 
tial part of any program of teaching and who at the same time have been force 
to discard the classical foundations must find themselves in a serious dilemma 
Recent contributions in the field of economic theory have pointed out that the 
theoretical structure of the classical economics is not only erroneous but hig! 
mischievous when relied upon as a basis for policy. ae 

While economists busy themselves writing esoteric tracts on minor points, 1 


| 
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beginning textbooks in the field continue to expound the Marshallian and neo- 
lassical bias of a generation ago with patchwork references to monopolistic 
petition or the work of Keynes. No amount of rigor in the following through 
pecific analyses can make up for the fundamental contradiction which results 
from combining antagonistic elements in a textbook. Our “economic illiteracy” 
referred to by Professor Hansen in his introduction to Meade and Hitch, Eco- 
,omic Analysis and Policy, is primarily due to the lack of ariy unified theory 
which is sound and acceptable for undergraduate instruction. The blind adher- 
ence of the large majority of business-men to the preconceptions of an economics, 
essentially along classical lines, must be attributed to the direct or indirect in- 
sence of the teaching of college economics of the past fifty years. 
“Ina period of uncertainty and transition when a feeling of disillusionment 
ind futility is likely to overcome anyone engaged in teaching, there is a real need 
ra sense of validity. Economists, by and large, are teachers, although as Dr. 
Krueger pointed out, at the 1939 meeting of the American Economic Associa- 
tion, at the wg conventions one would think that their only absorbing interest 
If economists give up the teaching of theory because of their loss 
fai th | in aa validity of the classical school but turn to non-unified and un- 
ted facts of economic life as the mainstay of an education in the subject, 
r influence will be virtually nil. It is only through the teaching of theory to 
esent-day students that the ideas and ges apo of a future generation can 
ted. I have been able to fiad only a single book which follows the newer 
ry and is at all suitable for textbook use in beginning economics. This 
ok is Meade and Hitch, Economic Analysis and Policy. While the book is a 
ble achievement in its synthesis of the newer theory, as a textbook it 
finite faults. It is to be hoped that some alternative to Meade and Hitch 
yn be available. This plea is written to give encouragement to any com- 
person who would undertake the writing of such a book. 
VALDEMAR CARLSON 
College 


Note on the Terminology Convex and Concave 
The terms convex and concave are used by economists in their descriptions of 
lifferent, sometimes confusing ways. Although nomenclature is a mat- 
oavention and taste (if only definitions are properly stated and adhered 
i uniform language has great advantages. It may, therefore, be recommended 
lize the terminology concerning the shape of curves. 


three expressions are commonly found. Curves are (a) concave or con- 
the origin” ;+ (b) concave or convex “upward” or “downward” ;? (c) 
r convex “from above’ or ‘from below.’ 


R. Hicks: Value and Capital, p. 14; G. Shepherd: ‘Price Discrimination for 
Products” Jour. of Farm Econ., vol. xx, no. 4, Nov., 1938, p. 794; R. G. D. 
matical Analysis for Economists, 1938, p. 341; and others, but not Joan 
) uses the nomenclature convex or concave from above although Shepherd 

in his favor (J. Robinson: The Economics of Imperfect Competition, 1938, 


ob Viner: “Cost Curves and Supply Curves” in Zeitschr. fiir Nationalék. 
23-46, who uses the term “upward”; Frederick V. Waugh, Edgar L. 
Wolfe “The Controlled Distribution of a Crop among Independent Markets,” 
/ Econ., vol. li, Nov., 1936, p. 10, who use the term “downward’’; and 


R.G. D. Allen: op. cit., pp. 184f and 191. 
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If terminology (a) is used, Curve D (on the accompanying graph) is clearly 
“convex to the origin,” and Curve A “concave to the origin.”” But it may at first 
sight surprise many that Curve C, which has the same shape as Curve A, is not 
concave but ‘‘convex to the origin.” 

Terminology (b) is ambiguous because it is not clear without further specifica- 
tion whether the terminology means that the convex or concave side of the 


curve looks upward or downward (Viner, Waugh) or that the curve appears 
to be convex or concave as the observer looks upward or downward.‘ 

Terminology (c) is the one used by all mathematicians and therefore mathe 
matical economists and most of the other economists.° This terminology shoul: 
be adopted universally for several reasons: 

(1) It is already used by most economists. 

(2) It is used by the mathematicians. 

(3) It can be defined by the negative or positive value of the second deriva- 
tive or by the negative slope of the first derivative which is frequently used as a 
concept of its own in economics (marginal revenue, marginal cost). 

(4) The expression convex or concave downward or upward is in itself am- 
biguous, as it was pointed out. 

(5) The expression concave or convex upward (Viner) and convex or con 

* Waugh’s terminology is not improved by the fact that he adds in parentheses to “convex 
or concave downward” the opposite terminology, thus, “concave downward (convex).” 

* The expression “convex or concave from above” is more commonly used than 
cave or convex from below’ and therefore should be adopted. 


A \ 
\ | 
| 
| E i 
| 
>_> 
4 
| \ 


1941] Wars, Innovations and Long Cycles: Comment 105 


-ave downward (Waugh) are opposite to each other, and no standardization is 
reached. 

(6) The expression convex or concave to the origin cannot be applied for 
curves which go through the origin, as the total revenue curve, the total cost 
curve, and many others (Curve B). 

(7) It also cannot be applied to curves which are known only in part and 
of which it is unknown whether they cut the y-axis above or below the origin, 
as some cost curves (Curve E). 

(8) Convex curves may become concave if shifted up or down or to the left 
or to the right without actually changing their shape, if the terminology convex 
or concave to the origin is used. The Curve C is convex to the origin, the Curve 
A is concave to the origin, and the Curve B is neither the one nor the other. 

(9) The only type of curve for which the terminology convex or concave to 
the origin would have some advantages are curves which are double valued 
(ie., which have two y-values for each x-value) and which have no tangent 
from the origin (Curve F). Such curves, however, do not occur frequently in 
-onomics. (An example is the demand curve for an inferior good, or see the 

irves in Gottfried Haberler, The Theory of International Trade, 1937, pp. 
\55/.) If the curve has a tangent from the origin (Curve G) then the curve 
below the tangent point P is convex to the origin, and above the tangent point 
P it is concave to the origin. The terminology convex or concave to the origin 
s in this case more clumsy than the terminology convex or concave from above. 

Except in very few cases of minor importance for economists the terminology 

vex or concave from above is the clearest, simplest and most generally used. 


ADOLF KOZLIK 
1 State College 


Wars, Innovations and Long Cycles: A Brief Comment 


Neither Dr. Kuznets in his article, “Schumpeter’s Business Cycles,”’ in the 
june, 1940, issue of the American Economic Review, nor Professor Bernstein in 
his article “War and the Pattern of Business Cycles,” in the September issue, 


rd adequately the possibility that modern war may play the dominant rdle in 


letermining the a between the distribution of entrepreneurial abilities 
and the discontinuity in t 


he Schumpeterian system, and as such, the dominant cause of long 
waves in economic activity. Professor Schumpeter,’ of course, has virtually dis- 
regarded both possibilities by means of the inadequate declaration that war is 
n external factor of declining significance to the cyclical processes of the cap- 
istic economy. For Dr. Kuznets, the emphasis on the external factor of war 
the explanation of 50-year swings in economic activity is unsatisfactory in 
that it fails to demonstrate its “cyclical character in their tendency to recur as a 
sult of an underlying mechanism.” With Professor Bernstein, the suggestion 
s brushed off as a sidelight to his own important explanation of post-war busi- 
ness cycles in terms of monetary adjustments and maladjustments. 
It is significant, however, that Kondratieff’s three long waves are centered 
pon major wars, while at the same time, those innovations which “carry” Schum- 
peter's three Kondratieff waves reached their large-scale commercial application 


J. A. Schumpeter, Business Cycles, 2 vol., New York, 1939. 


red fully that war may be the innovation par 
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in the depths of the reaction from these major wars, in terms of prices and 
interest rates at least. During those periods of so-called “secondary” post-war 
prosperity (1922-1929) the expansion is based upon extraordinary demands for 
construction, equipment, and durable consumers’ goods, respectively induced by 
war-time destruction, inadequate replacement, and the stifling of consumers’ 
demands by means of “patriotism and high prices.” The two most important 
periods of expansion in the long wave—namely, the — prosperity and the 
secondary post-war prosperity seem related in some fashion to the three major 
wars since 1787. The approach to an equilibrium position in the decline of 
prices, costs and interest rates from the war-time peaks in the first two cases may 
have been the occasion for the outburst of innovation during the prosperity 
phases of the second and third long waves. On the other hand, the petering-out 
of the extraordinary post-war demands may have been the prime cause for the 
three extraordinarily deep depressions which have characterized the three long 
downswings, in 1820-25, 1873-78, and 1929-34. With the final liquidation of 
the effects of the war in the subsequent decline of prices and perhaps the lessened 
per-capita production of goods and services,? the situation again becomes favor 
able for the introduction of one of Dr. Schumpeter’s “carrying” innovations: 
and the cycle is complete. 

The tremendous implications of entire industrial (and agricultural) economies 
“machined” for the prosecution of a modern war, suggest a particularly important 
revolution. No longer, it would seem, are nations defeated in warfare to be 
forced to pay an indemnity in the standard monetary metal, in commodities or in 
cessions of the national territory, and then more or less left alone to resume in 
some fashion (as after the Franco-Prussian and World Wars), trade relations 
with the victorious nation and the outside world. They are rather, it appears, to 
be absorbed into the economic system of the victorious nation as slaves or helots 
to work toward the greater satisfaction of the economic needs of the victorious 
power, to aid it in the prosecution of further “total” wars. War then, like the 
industrial innovation which competes industries out of existence, serves to com 
pete whole nations out of existence, and in so doing changes the entire economi 
complexion of an interrelated world. 

At the same time, without innovation in the armament industry, the prese: 
type of modern war could not have been undertaken. The coming vs age of the 
airplane constitutes the innovation which has made possible the scale of the 
present war. Without the occurrence of the war (and the previous one) it might 
have been the innovation which could have “carried” the industrial system int 
the prosperity phase of the fourth Kondratieff wave. 

It seems evident, then, that the interrelations of war, innovation and long 
waves are not negligible. Yet it is equally clear that that system which Professor 
Schumpeter has described has come to an end. It seems to have been a product 
of the Industrial Revolution (despite Schumpeter’s hints of its extension back 
to 1640) and the modern industrial system. The destructive war of 1914-1918 
dealt it a mortal blow, particularly in the monetary sphere. Has not the secon 
World War already destroyed it completely? The end of the downswing of the 
third long wave may be justifiably dated in Germany and Italy with the «¢- 
armament programs of the early 1930's, and in the United States perhaps with 
the national defense program. 

If it be argued that this is no proof of a cyclical mechanism or periodictt) 


* F. G. Dickinson, “An Aftercost of the World War to the United States,” Am. Econ 
Rev. Suppl., March, 1940, pp. 326-339. 
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inherent in the occurrence of war, it may be answered that we may speak of 
long waves of prosperity or depression centered about a major war, without 
being concerned with the accidental timing of wars, or the periodicity of those 
two-phase wave-movements. If it be argued that it is then incumbent upon the 
economist to seek tne causes of war, it may be answered with Wantrup,° that 
those causes are best found in the fields of politics and psychology. The first 
and most important of the causes of war is war itself. The economist begins 
his study at that point. 
ALBERT ROSE 
University of Illinois 


Note on National Income Measurement; a Supplement 
to Professor Whittaker on “Wealth and Welfare” 


Professor Whittaker’s penetrating note on “Wealth and Welfare’ (American 
mic Review, September, 1940, p. 580) prompts some additional comments 
h may reinforce his reasoning and open up some of its implications. He 
s; out that an actual deterioration of individual economic welfare may be 
ely classified as “‘progress’’ because of the illusion which results from the 
sion of free goods into marketable products. Moreover, economists who 
iware of the limitations of market measurement may use language insufh- 
tly guarded to warn laymen and legislators from drawing false conclusions. 
is true with reference to much of the literature dealing with individual 
welfare, and it is, it seems equally appropriate to emphasize some 
| flaws in the exposition of the conception and measurement of ‘‘the na- 
icome, 
‘oremost among the difficulties confronting those who attempt measurement 
he national income’’ is the really insurmountable obstacle of the inappro- 
teness of the market yardstick. All that the market yardstick can do is to 
| a figure which shows the aggregate of all the incomes of the individual 
recipients of the nation. Such an aggregate no doubt has some usefulness, 
; a mistake to label this aggregate a measure of “the national income.” 
item of individual income entering into it is a relative and gets a par- 
r numerical value from the fact that it assumes a certain position in rela- 
to all the other individual items. The substantive figures of private account- 
ill of which are relatives, are useful as control devices in determining 
parative positions of individual business concerns, including households, one 
inother. But the sum of the operating results of all these individual units, 
s the sum of a series of relatives, is certainly not a mere enlargement of 
| items. Among other things, this means that above all we are not 
| to take this sum of individual incomes and assume that it indicates any- 
; with reference to the income possibilities of the economy if the stream 
ne were to be distributed on a different basis. (Shades of Huey Long!) 
h would sixty million tons of steel be worth if distributed equally 
é gainfully occupied population ? On beyond this lies the consideration 
the physical items themselves would change if the claims upon the national 
were reshuffled. Thus not only may the market measure fail to include 
items which contribute to welfare, but it can give us only a very limited 


Ciriacy-Wantrup, Agrarkrisen und Stockungsspannen, zur Frage der langen 
r wirtschaftlichen Entwicklung. Berlin, 1936, introduction. 
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picture of the comparative well being of the national economy as a whole through 
time. 

Alongside the fact that the numerical value of the sum of the individual in. 
comes of the members of a community is conditioned by the character of the 
distribution of claims against the stream of products of industry, lies the con. 
sideration that the manner of determining the size of each individual claim js 
not uniform for all the income recipients. There are industries in which the in. 
come claims of the competitive individual participants in the industry are 
squeezed alum-dry, and there are other industries where protection of income 
structure may vary all the way from the delicate tissue of “gentlemen’s” agree. 
ments to the virtually bomb-proof shelters of patent control, ownership of unique 
natural resources, or guarantee of legislative appropriation. This aspect of the 
problem perhaps reaches its most acute form when one considers the incomes 
associated with various branches of the government service. Certainly govern- 
ment activity creates numerous incomes for individuals, but it is not equally clear 
that these collections also represent guid pro quo contributions to the “national 
income.’ One need not associate himself with the ‘Tax Elimination Committee 
of the Universal Chamber of Commerce’ to raise the question whether individual 
incomes drawn from taxing bodies represent contribution to, ot subtraction 
from, ‘the national income.” The fact is that sometimes they are one, and some. 
times the other. An expenditure for government service may enhance the pro- 
duction stream which is ‘‘the national income’ more than any similar expendi- 
ture in other directions. On the other hand it may represent nothing more than 
the sucking of parasitic leeches whose sole concern with the production stream 
is that it shall not dry up while they are attached to it. Unfortunately in dealing 
with the mass data which national income estimates require, there appears to be 
no conceivable way to separate the “productive” from the “predatory” activities, 
even if it were possible to do so in isolated individual cases. An unsolved prob 
lem need not be insoluble, but it is not likely to be solved by industrious manipv- 
lation of inappropriate data. 

C. L. CHRISTENSON 


Indiana University 


The Conference on Science, Philosophy and Religion in 
Their Relation to the Democratic Way of Life 


This conference held a series of symposia on September 9, 10, and 11, 194 
at the Jewish Theological Seminary of America in New York, at which sessions 
I had the honor to represent the American Economic Association. The confer- 
ence was convened by a group of 80 founding members, who included among 
their number outstanding scientists and theologians. Approximately 150 learned 
institutions, the majority of national or international repute, sent delegates to 
the conference. 

Convinced that the disintegration of European culture has roots deeper t 
the malevolence of Hitler, and further convinced that modern totalitarianism 
has been able to exploit the multifariousness of modern thought and life, the 
founding members hoped that the conference, by contributing to the integration 
of science, philosophy, and religion, could lay the groundwork for a true syn 
thesis of modern thought. This achievement, in the opinion of the founding 
members, would contribute greatly to strengthening the democratic way of lilt 
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Four symposia were arranged, relating to the social sciences and the human- 
ities ; philosophy ; the natural sciences ; religion and the philosophy of education. 
The speakers presented abbreviated versions of their papers that had previously 
been mimeographed and distributed; and much time was devoted to discussion 
from the floor. In addition, several founding members submitted papers to the 
conference on subjects within the province of their specialty or interest. 

Although the points of view of the several speakers and discussants were 
highly variated, two major trends were discernible. Under the leadership of 
Jacques Maritain and Mortimer J. Adler and ably supported by a host of sym- 
pathizers, the philosophy of neo-Thomism was presented to the conference as 
offering the only unifying schema that could correctly order the relations of 
science, philosophy, and religion. The Thomists contended that only if a hier- 
archy of knowledge were recognized and only if truth—religious, metaphysical, 
and natural—could be distinguished, would it be possible to establish and main- 
tain a tolerable equilibrium among science, philosophy, and religion. This posi- 
tion was vehemently attacked by the logical positivists, whose leader, Philip 
Frank, found major support among the scientists. This group admitted differ- 
ences between the goals and the activities of science, philosophy, and religion, 

it denied that speculation or revelation were the equal of experimental sci- 
ence as methods for the discovery of truth. 

Reconciliation of these two approaches appeared impossible although to some 
legree at least the conflict was more verbal than real, since the logical positivists 
lenied the ‘‘scientific’” but not the “‘creative’”’ aspects of religious and philosophi- 
al thinking. This concession was a victory for the Thomists, but their aggressive 
behavior at the conference suggested that they would not rest content until they 
had taken the whole of science into protective custody. The logical positivists 
sensed the danger and took measures to safeguard themselves. The struggle 
between the neo-Thomists and the logical positivists clearly illustrated the dif- 

ficulties of establishing a synthesis in modern thought so long as modern life 
ypified by deep cleavages of culture, nationality, and wealth. Although the 
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The conference has just published the papers that were prepared for the 
september meeting and the founding members are making plans for future 
| Meetings and publications. Your delegate believes that the members of the Ameri- 


mn Economic sympathetic interest the work of 
the conference. 
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Columbia University 
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‘mmists frequently referred to the Summa of Aquinas and urged it as a 
N model for the contemporary world, their position appeared to this reporter his- 
torically unsound, for they failed to emphasize that the synthesis in medieval . 
thought followed upon a prior synthesis in medieval life. 
lhe conference clearly illustrated that the integration at the present time of 
in [i science, philosophy, and religion was not only impossible but probably highly 
| cangerous, since it could be achieved, if at all, only through the use of force. 
The conference further illustrated that distinguished scholars are frequently 
194 poorly equipped to diagnose and advise on social and political ills. However, 
ions the conference was not a failure. By facilitating the discussion of significant prob- 
fer ems and by furthering the interchange of ideas among specialists, the conference 
nong elped to broaden the horizon and temper the pride of many savants, and in 
red » accomplishing this made a small but real contribution to the democratic way of 
es t 
: 
nis 
ation 


Communications [ March 


Comment on Incidence of Taxation 


In an article on the incidence of taxation, appearing in the December, 1940. 
issue of the American Economic Review, Mr. Grenville Holden uses an article of 
mine, published ten years ago in the same periodical, as a A PR. we for a 
a dive into what is to him the clear pure waters of the classical analysis of inci- 
dence of taxation. 

I do not mind Mr. Holden’s selection of my article for that purpose. Indeed, 
he is in agreement with my analysis. Nor am I troubled by what he ese Up out 
of the depths of economic thinking in the past. I am concerned only with his 
misrepresentation of what I said. Were this a casual mistake, I should probably 
ignore it. But the point is stressed, even to footnotes. Moreover, Professors Fagan 
and Buehler, who have commented on my article, are brought under the same 
criticism to which I am subjected. 

Demonstration of the misrepresentation by a comparison of the relevant quo- 
tations is simple. Mr. Holden says (p. 775): 

“In a note appearing in this Review in 1930, M. Slade Kendrick states that 
economists have always neglected the effects of public expenditures on demand 
and incidence, and his criticism appears to be accepted by Elmer D. Fagan and 
Alfred G. Buehler.” 

Here is what I said (American Economic Review, June, 1930, p. 226): 

“Studies of the incidence of taxation commonly assume that the incidence of 
each tax may be examined without reference to the expenditure of the funds 
exacted by it. The usual discussion proceeds directly from a description of the tax 
to an analysis of its incidence under the conditions of supply and demand relevant 
to a consideration of this incidence.” 

Not many words are needed to point out the difference between the phrase, 
“have always neglected,’ and the phrases, “commonly assume,” and “‘the vsual 
discussion.” Moreover, my article was clearly not in the historical emphes:.;. | 
ought not, therefore, to have to suffer for the sins belonging to that appxoach 
And, incidentally, my manuscript was published as an article, not as a note. 

M. SLADE KENDRICK 


Cornell University 


Capital Expansion, Employment, and Economic Stability: 
A Reply to H. H. Villard 


In his review of the above book in the December, 1940, issue of the American 
Economic Review Mr. Villard not only misses the fundamental purpose of the 
analysis but he also definitely misquotes and misstates our position with respect 
to important questions. 

He quotes from the jacket that the volume contains ‘a comprehensive analysis 
of the phenomenon of idle money, idle factories, and idle men,” to which he 
adds,—z.e., of the business cycle. The phrase, .e., of the business cycle, provides 
the key to Mr. Villard’s dissatisfaction with the volume. He is evidently altogethe 
certain that the business cycle, properly interpreted, can explain everything. Be 
cause we do not approach the problem from the point of view of cycle theory 
he says the book lacks focus—which merely means that it has not the focus which 
he would have given it. It és focussed upon the factors which many have ac- 
vanced in explanation of the failure of the recovery movement which began in 
1933 to materialize into full-fledged prosperity—some finding the explanation 10 
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restrictive government policies and others in the coming of economic maturity.’ 
The quality of Mr. Villard’s review may be indicated by the fact that he 
s, in the first paragraph, that the purpose of the review is not to appraise our 
specific recommendations with respect to modifications of government policy; 
ut he nevertheless concludes in his last paragraph that since his own (unpub- 
lished) analysis shows that government policies have on the whole been favorable 
to recovery, our “contrary conclusions must remain unsubstantiated opinions.” 
it would seem to be incumbent upon any reviewer to reveal the shortcomings 
of the analysis under review rather than to dismiss it by reference to an analysis 

f his own which has not as yet become available for others to examine. 

On the factual side, Mr. Villard’s analysis is on the same plane. He says that 
it is never made clear whether the term “investment outlets’ means security 
fotations, actual capital formation, or something else. The fact is that every 

it dealing with this phase of the problem bears the specific label “security 

for investment funds.” Moreover, a section is devoted to showing that the 

of security flotations—whether public or private—differs widely from 
formation, which is always clearly used to mean physical plant and equip- 
Notwithstanding this clear differentiation between security flotations and 

ital formation, the reviewer thinks it confusing or misleading to include public 

ty issues under “security outlets for investment funds.” Mr. Villard’s difh- 

of which he is umaware—arises from the fact that his own underlying 
assumption is that rvestment is supposed to be identical with capital formation. 
[he truth is that money savings, investment in securities, or other instruments, 
and physical capital formation ate separate operations and independent variables.” 

Again, the reviewer quotes us as saying, on pages 190-91, that ‘‘saving has 
been in excess of investment since the World War.’’ What we say is that “there 
vas an excess Of aggregate money savings in the Jate twenties . . . and [that] 
he supply of available investment money in recent years has greatly exceeded the 

rer volume of new security flotations.”’ Mr. Villard not only changes the dates 
drops the word “‘money” before “savings.” 

Ihe reviewer also tries to make it appear that we have deliberately misrepre- 
sented Alvin Hansen's position as stated before the T.N.E.C. hearings. Everyone 

s followed developments knows that Dr. Hansen was selected to sound 

te in support of the thesis that the decline in the rate of population 

is ushering in the age of economic maturity. Mr. Villard, however, says 

r quotation from Hansen does not indicate that he believes that popula- 

n growth has been a controlling factor in economic expansion, or is the only 
tus to economic growth. He says Hansen “makes it quite clear [in the 

n given} that the economic growth of the nineteenth century involved 
pulation growth but also expansion into new territories” (italics ours). 

Villard evidently regards population growth as one factor and expansion into 

rritories as a second. Hansen was not, however, talk'ng about two factors 

ly one. The part of the quotation which Mr. Villard omits clearly indicates 
t Hansen was referring to the growth of population and éts expansion into new 


say 


hat Mr. Villard’s thinking is completely grooved in cycle theory is further evident 

t that he refers in a footnote to the cycle theory put forth in the recent Brookings 

Income and Economic Progress.” That series, as was explicitly stated, was con- 

the factors involved in continuing economic progress; and the business cycle 
identally involved. 

me elementary confusion underlies Mr. Villard’s criticism of Moulton’s Forma- 


2 Communications 
territory. Moreover, Villard omits the decisive statement, ‘‘This one central fact 
of growth and expansion dominated the whole of economic life’’ (italics ours). 
As we point out, Hansen at one place notes that the enormous capital outlays of 
the nineteenth century were “in the first instance conditioned by new techno. 
logical developments” ; and that only about one-half of the capital outlays were 
due to ‘the growth of population and its expansion into new territory.” But his 
fundamental conclusion with reference to the great transition which is now occur. 
ring seems obviously based upon the statement that population growth domi. 
nated the whole of economic life. 

In the light of this discussion it is of interest to note that Hansen specifically 
repudiates Villard’s conviction that present conditions are merely manifestations 
of the ordinary business cycle. He holds that “it is a — phenomenon. It 
cannot be explained in terms of ordinary business cycle analysis.” 

HAROLD G. MOULTON 
GEORGE W. Ebwarps 
JaMEs D. MAGEE 
CLEONA LEWIS 


Brookings Institution 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


A History of Economic Ideas. By EDMUND WHITTAKER. (New York: 
Longmans Green. 1940. Pp. xii, 766. $4.00.) 


In monographic studies we have long employed doctrinal journeys and 
we have regarded this method of exposition and analysis as useful and 
appropriate. It is the method of Béhm-Bawerk and Cannan, a method 
employed long before them in the history of law, philosophy and theology. 
[ dare say every teacher of the history of economic thought and every 
conscientious graduate student has at one time or another tried to organize 
his knowledge of the history of ideas by constructing doctrinal genealogies. 
But no one before Whittaker, to my knowledge, has attempted to write a 
full-sized history of economic thought in the form of a series of doctrinal 
journeys. It is a good try and I want to commend Professor Whittaker for 
the valiant effort he has made to hew out major doctrinal paths through 
the boundless forest of economic ideas that centuries of thinking have pro- 
auc ed. 

Yet they can only be paths. When they are well separated one from 
another, pre-occupation with one doctrine must perforce make the reader 
neglectful of the contemporaneous development of other intimately inter- 
related doctrines. Documentary sign-posts labelled, for example ‘‘Remem- 
ber what we saw approximately here on Path III” or “Look for the impact 
f this theory of value at about this point on Path XIII’ may or may not 
be helpful. Back and forth we must go again and again, from Plato to 
Pareto, from Hales to Hayek, from Solon to Sombart. Some journeys are 
quick, some long; some are reasonably continuous, others have thousand- 

year jumps. Several doctrinal paths overlap so frequently with others that 
ch ground already crossed must be re-traversed. Yet these are the in- 

a ad methodological difficulties that beset Professor Whittaker in his 

urageous attempt to follow what he calls an ‘ideological method.” 

Professor Whittaker is too good a scholar to fall into the error of assum- 
ing that ideas sprout in a vacuum. He has therefore with great care at- 
riage to indicate the environmental forces which nurtured economic 

ideas. Anthropological, political, theological and philosophical evidence is 
interwoven with economic history in an effort to demonstrate the multiple 
influences at work in the evolution of economic ideas. Here Professor 
Whittaker shows his broad and competent scholarship and his appreciation 
of the all-togetherness of history. Indeed his excursions into economic 
story are some of the best portions of his book. Here, moreover, his 
lit tary style is not impeded by the necessity of quotations, a very real 
ulty elsewhere. For Professor Whittaker has not yet mastered that very 
cult art of letting his authors speak their own words within the fabric 
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of accomplished prose, the way Tawney does, for example, or Hollander. 

Writing the history of economic thought is almost as hard as unscram- 
bling eggs and one must not be unreasonable. Professor Whittaker feel; 
that a concern with schools is inadeq te although it “has some merit.’ 
Doctrinal journeys, I willingly concede, also have some merit. But I do 
feel that there is more lost than gained by fragmentizing the contributions 
of a writer or a school, and by distributing them among sixteen chapters 
I admit, of course, that ideas on property, wealth, or even wages, may 
profitably be studied in their chronological enchainment. The only dif- 
ficulty is that there is seemingly no way of inter-stitching these warp-threads 
into something that should be a fabric. 

Since Professor Whittaker has chosen to write an “ideological” history, 
I can merely ask whether he has done as well as his methodology will per- 
mit. A chapter on national income would have been most welcome; so 
would one on the theory of business enterprise. Neither of these topics is 
neglected; some of the materials are sandwiched into other chapters. I sus- 
pect that Professor Whittaker considered the possibility of much more 
refined taxonomy and decided that big bundles were preferable to small 
Yet, here, I think, he failed to get the best possible results from his chosen 
method. The real virtue of doctrinal journeys, I should think, is that the; 
can be taken often and that they can be long or short. Are there not, for 
example, only a few journeys that one can take from Plato to Keynes? B; 
contrast, are there not more and more, shorter and shorter, journeys that 
may be taken as the sum-total of economic knowledge grows more precis« 
and elaborate? I should never attempt to write a history of economic 
thought by the “ideological” method; but if I did, I should have dozen 
of chapters of varying length. For economic knowledge is like the tree of 
knowledge; it has one trunk and many, many branches. 

E. A. J. JOHNSON 
New York University 


An Introduciion to Monetary Theory. By LESTER V. CHANDLER. (New 
York: Harper. 1940. Pp. xi, 216. $1.50.) 

This book is well adapted to fulfill the primary purpose for which it is 
designed—as an undergraduate textbook on modern monetary theoric 
The reviewer speaks from experience, having used it as one of three texts 
in an elementary course in money and banking. Even in textbooks of mor 
than 1,000 pages, the treatment of monetary theory is generally unsatis 
factory, yet undergraduates can hardly be assigned journal articles on 
monetary theory. This inexpensive text furnishes the answer to that prob 
lem. 

Professor Chandler has a faculty for explaining complicated theories s 
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that students can comprehend them and understand how they relate to one 
another. Instead of leading the reader through a maze of conflicting views 
or exploring the by-paths of individual variation amongst monetary the- 
orists, he explains in simple terms the basic principles of the leading types 
f modern monetary theory: both the transactions and cash-balance forms 
of the quantity theory, commodity theories, and the income and expendi- 
ture approach as represented by such writers as Keynes, Robertson, and 
the younger Swedish economists. Attention is concentrated upon the main, 
vital issues in a way that should also prove instructive even to graduate 
students and teachers of the subject. 

Every chapter in the book is well done, although perhaps the chapter 
entitled ““The income and expenditure approach and the business cycle” 
could have been less general and more closely integrated with other chap- 
ters. On only one debatable point would the reviewer be inclined to dis- 
agree with the author. In discussing various objectives of monetary policy, 

ecms to favor the point of view of Hayek rather than of Keynes, that 

y attempt at stabilization of the price level when ‘“‘real costs’’ are de- 

sing (‘real efficiency of production” is increasing) would lead to 

mal profit margins and disequilibrium. Such abnormal profits pre- 
mably must be explained hy the lack of effective competition. If pro- 
cers could make an abnormal rate of return on a stable price level, 
imably the same set of circumstances (strategic advantage, bargain- 
wer, competitive and monopoly position, etc.) should permit them 
to make a similar high rate of return on a gently falling price level. And 
if the existence of monopoly power is the reason for preferring a declin- 
ing price level when productivity is increasing, then the objection is a 
practical rather than a theoretical one, and from a practical point of view 
labor tends to press for higher wages with increased productivity especially 
if costs of living are not declining. 

However, Professor Chandler in this book is explaining rather than 
rguing or defending his own views. As an explanation of various types 
{ monetary theory his book is an excellent piece of work. 

RICHARD A. LESTER 
University 


éorie Quantitative de la Monnaie. By PAUL LAMBERT. (Paris: Sirey. 
38. Pp. 271.) 


s book is divided into three parts: first, research into the theory, its 

ty and contemporary forms; second, preliminary studies on value and 

xchange and on the laws of supply and demand as related to money; and, 

third, errors and truth in the quantity theory. There is appended a good 
classified bibliography. 
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Dr. Lambert believes the need for this work lies in the fact that each 
quantity theorist has confined himself to some one part only, and that there 
is available no unified analysis of all the variants of the theory. Also, the all- 
pervasive character of the theory permits analysis of no economic problem 
whatsoever, without in some way resorting to it. 

There is no one quantity theory, but rather a number of “quantitative 
principles,” of extreme diversity and each prepared by a proponent for his 
own particular need. However, all the theories include one or more of 
the following concepts: equation of exchange, lew of proportionality, pas. 
siveness of the general price level, and material, automatic and mechanical 
influence of the quantity of money and its velocity upon prices. Certain 
definite conclusions which can be drawn from an objective study of the 
quantity theory are: (1) the equation of exchange and the equation of 
real balances are identities; (2) variations in the general price level are 
not proportional to, although influenced by, variations in the quantity of 
money; (3) the general price level is never passive, therefore attempts 
to vary prices by varying the value of money are bound to fail; and, (4) 
quantity of money, velocity of circulation and metallic stock are important 
but not exclusive motivating factors in changing price levels, and can be 
modified, strengthened and even offset by other factors. Dr. Lambert con- 
cludes that there is no simple or exclusive explanation of prices—quantita- 
tive or anti-quantitative. 

The quantity theory is of ancient heritage, and indeed goes back even 
to Xenophon and Paul. Dr. Lambert traces the significant changes, showing 
the introduction of the concepts of exchangeable goods and services, pro- 
portionality, general price level, unlimited demand for money, celeri 
paribus, real goods and services, velocity of circulation, influence of psy- 
chology, chain of response from consumption goods to production goods and 
vice versa, and the concept of money as solely an intermediary. 

Dr. Lambert defends the equation of exchange as a precious instrument 
for research, and develops in great detail the evolution of the equation. He 
accuses the ceteris paribus reservation of being a most fecund source of 
illusory solutions. A point well taken is that no one imagines a price of 4 
single commodity to be passive, hence why should one think of as passive 
the general price level, which after all is the resultant of a whole series 
of supply-demand-price curves for individual commodities? Indeed, ever) 
element in the equation of exchange is shown to be active as well as passive, 
cause as well as effect; and, in addition, all the factors can be acted upon 
similarly or divergently by some other influence extraneous to those in the 
equation itself. 


JAMES D. PARris 


Great Neck, New York 
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Idle Money, Idle Men. By Stuart Cuase. (New York: Harcourt Brace. 
1940. Pp. ix, 252. $2.00.) 

Mr. Chase writes well, with concreteness and simplicity. His book con- 
sists of essays generally related to each other; many of these were originally 
published as magazine articles; and the most important materials come 
from hearings of the Temporary National Economic Committee. The open- 
ng chapter discusses how federal finances would look if they were analyzed 
n operating and investment categories, and points out the effects of 
fi eal policy upon the flow of savings into investment. This is followed, 
usefully but not logically, by chapters on semantics and population trends. 
The theoretical scheme of the book, however, is found in chapters 4, 5, 
and 6, which summarize briefly some of the savings and investment propo- 
sitions elaborated before the TNEC. These may be recapitulated as follows: 

(1) All savings must currently be invested or offset if the level of 
national income that makes them possible is to be maintained. Since the 
United States is a high-savings economy, it needs a large volume of offsets 
to reach and maintain full employment. 

(2) Business enterprises by themselves cannot sufficiently expand in- 
vestment to wipe out unemployment. They have never been responsible 
for all our capital formation. Other offsets to saving are needed; and these 

t be relatively more important now than before 1929. An expanded 
public investment program is an indispensable supplement to private in- 
vestment. Adequately planned public investment can be timed, and it can 
have great social productivity. 

(3) The expansion of private investment involves the issuance of pri- 
vate securities, largely debt. The expansion of public investment likewise 
results in debt. Mr. Chase is not bothered by federal debt when he sees 
that much of it, approximately one-half in the period 1931-38, is repre- 
ented by an increase in the tangible wealth of the country. 

(4) Business investments in plant and equipment are largely financed 
from undistributed profits, and depreciation and depletion allowances. 
Business enterprises in general, particularly large corporations, are rela- 

vely independent of the capital markets. With the growth of life in- 
surance companies and other financial institutions, it becomes increasingly 

fitable to sell the present reduced volume of corporate securities to 
institutions privately instead of publicly through investment bankers. 
stment bankers are suffering from technological obsolescence. 
) “Six Modest Proposals” will help to achieve full employment. 
These are: a permanent PWA, a business-like federal budget, an extension 

f old age pensions financed principally by progressive taxes, a flexible 
WPA program, and a capital credit bank along the lines suggested by 
A. A. Berle, Jr. Mr. Chase says these will alleviate but not cure all the 
nation's ills. 
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For the moment, spending for national defense may cure unemploy- 
ment and a low level of investment. These problems may reappear when 
and if the rearmament boom comes to an end. In the meantime, this book 
is worth reading. Though it accepts many propositions which need elabora. 
tion, qualification, or proof, it states important problems. Mr. Chase sees 


good part of the forest along with many trees. 
O. L. ALTMAN 


Washington, D.C. 


NEW BOOKS 


BARNES, H. E., BECKER, H., and BEcKER, F. B., editors. Contemporary social 
theory. (New York: Appleton-Century. 1940. Pp. xx, 947. $5.) 
Approximately 20 authors have shared in writing this volume. Among the 
topics discussed are: interactions of the natural sciences and the social sci- 
ences; biological data and social theory; the cultural approach to problems of 
social development; and sociological elements in economic thought. 
Beppy, J. P. Profits: theoretical and practical aspects. (Dublin: Hodges Figgis, 
1940. Pp. xi, 420. 12s. 6d.) 
Bevutert, A. Dal naturalismo al neo volontarismo: la dottrina economica di ].C 


L. Sismondo de’ Sismondi. (Milan: A. Giuffré. 1940. Pp. 264. L. 30.) 


The title of this monograph is somewhat more formidable than its content, a 
summary of Sismondi’s economic writings and an attempt to study their sub- 
sequent influence. In the author's terminology Sismondi’s “‘neo-voluntarism” 
consisted in his rejection of the classical laissez-faire policy and its ‘‘naturalistic’ 
presuppositions, by which he means that the classical doctrine rested on the 
belief in the harmony of individual and social interests and the immutability 
of the economic laws deduced from the postulate of self-interest. That Sismondi 
denied these assumptions is evident enough, but it is more debatable to hold 
that these ideas were generally held by the classical school. The author has 
tried, perhaps too valiantly, to make Sismondi metaphysically deeper than he 
was. In emphasizing the great differences between the Nouveaux Principe 
and De la Richesse Commerciale he neglects to point out that long sections were 
bodily transferred from the earlier to the later work. 

From the author’s point of view the normative elements in Sismondi’s work, 
his social ideals and proposals for immediate and ultimate reform, are more 
important than the purely theoretical arguments. This portion of the work is 
well done and should prove a corrective to the view frequently entertained 
that Sismondi is significant only as the originator of part of the Marxian crisis 
theory. 

The discussion of Sismondi’s influence and the literature on his work covers 
well known ground. An ample bibliography, with far too many errors, is cited 
Probably more than half of the German citations contain mistakes of one sort 
or other, perhaps due to poor proof-reading, perhaps to plain ignorance of the 
language cited. There are factual errors which betray the author's unfamil: 
arity with his subject matter. Senior appears with the family name of Nassau; 
Carl Menger is confused with Anton; F. D. Maurice appears as Maurice Kings 
ley; “Earl Julius von Soden” looks strange in an Italian book; and the shade 
of Channing will no doubt be delighted with the style of “Padre.” 


By 
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This book may have a place in the Italian literature as an introductory sum- 
; mary of Sismondi, whose principal work, by the way, has been available in an 
Italian translation for many years. For non-Italian readers this study will not 
be worth reading, for there are works available in other languages which 
cover the subject more satisfactorily. In any case there can be no substitute 
for reading Sismondi’s own writings. 
HENRY J. BITTERMANN 


Byr, C. R. Developments and issues in the theory of rent. (New York: Columbia 
Univ. Press. 1940. Pp. vi, 133. $1.75.) 
This book opens with a brief account of the Ricardian theory of rent, and 
then treats the later developments of rent as a surplus, a monopoly income, 
a scarcity income, an unearned income, and a price. This extension of the 
meaning of rent to include income other than that from land is examined at 
some length with a view to determining its validity. As a result the following 
1 conclusion is reached: “It becomes clear that, except for the discredited notion 
f of consumers’ surplus, the idea of rent may be considered as extending through- 
out the entire range of value and distribution theory. Wherever supply is not 1m- 
mediately responsive to altered market conditions, wherever differences in costs 
or abilities prevail, wherever a natural or contrived scarcity exists, wherever 
-conomic advantage and opportunity are not open to all on equal terms, wher- 
ever the forces of competition fail to play with impartiality upon all partici- 

ants in the economic struggle—in short, wherever supply is lacking in com- 
. lete flexibility, or wherever, for any reason, price exceeds production cost— 
the phenomenon of rent will emerge. It is found in the income from land, 
buildings, and equipment, in the prices of raw materials, fuel, and power, 
in the wages of labor and the profits of enterprise; it appears in the prices of 
innumerable consumer goods and services. From this viewpoint there is no 
special or unique explanation for the rent of land, nor is the use of the term 
: rent limited to the return or hire obtained from durable goods. Instead, these 
: forms of income are treated with all others in the general theory of prices; the 
concept of rent is completely generdlized, and its appearance is regarded as an 
entirely normal concomitant of the demand and supply relationship.” 

Attention is given to the question whether land may be distinguished from 


t capital, and to that of the relationship between rent and price. The issue 

| whether land may be differentiated from capital is held to turn on two questions, 
differences between the economic peculiarities of natural and produced wealth, 
and the matter of convenience. The classical view that rent is a result of price 
is rejected for the equilibrium analysis in which ‘‘neither the prices of finished 
goods nor of production factors are wholly causes or wholly effects. Rather they 
are all interdependent parts of a complex process, branches of which extend 
throughout the entire economic organization.” 

_ The most important development in the theory of distribution is held to be 

the attempt to explain rent by a general principle instead of by one of special 


application. 
In bringing together the various concepts of rent and subjecting them to ex- 
3 amination, the author of this book has done a useful task. Despite the brevity 


ot 


the treatment (106 pages plus a bibliography), a review of significant de- 
velopments in the theory of rent is included. Moreover much of the analysis 
is good, and some is excellent. The reviewer liked particularly the discussion 
of Marshall’s quasi-rent doctrine and its bearing on his value theory. On the 
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other hand, it seems to him that the question whether land may be distin. 
guished from capital on account of economic differences depends on the poin: 
of view from which economics is regarded, and that in no event may the de. 
cision on a matter of this importance depend on expediency or convenience 
M. SLADE KENDRICK 


CATHERWOOD, B. F. Basic theories of distribution. (New York: Barnes and 
Noble. 1940. Pp. 271. $2.50.) 

CHAUDHURY, N. N. Pragmatism and pioneering in Benoy Sarkar’s sociology and 
economics, (Calcutta: Chuckervertty Chatterjee. 1940. Pp. 152. Rs. 3.) 
DEARLE, N. B. Economics: an introduction for the student and for everyman 

(London and New York: Longmans Green. 1939. Pp. x, 522. $2.50.) 


The best characteristic of Mr. Dearle’s text is simplicity and clarity of style 
It will appeal primarily to those who like a text of the orthodox, neo-classical 
type where recent developments in economic thought receive less attention 
than in many present-day texts. The author’s typical method of explaining the 
chief economic principles is that of showing how these ideas developed his- 
toricaily. It does not prove to be a very satisfactory approach. In the 17-page 
chapter on “The theory of value’’ references are made to the theories of no 
less than 13 writers. The result will surely be to confuse the student. 

The chapter on “monopoly and monopolistic competition” seems out of 
date. Nothing from the recent developments in these fields has crept into it; 
and, as in the discussion of competitive value, the cost analysis is inadequate 
This arises partly from the mistake of treating diminishing returns at a later 
point. The chapters on money and banking, constituting almost a quarter of 
the book, though excellently done, raise the question whether it is not time for 
writers to give less attention to the functioning of an international gold stand 
ard. And why should the beginning student be bothered at all with the com- 
plex problems of bimetallism ? 

A few minor errors can be noted briefly: part of the description of the 
federal reserve system on page 406 is incorrect since it neglects the change: 
made by the Banking act of 1936. The statement on page 414 that good 
may be imported in spite of lower costs of production at home is likely to | 
misleading because of failure to make clear the peculiar sense in which “cost 
is used. ‘Favorable’ and “unfavorable” as applied to the balance of trade 
are incorrectly defined (p. 417), and the purchasing power parity theory | 
inadequately qualified (p. 439). 

FRANCIS A, LINVILLI 


Doane, R. R. The anatomy of American wealth: the story of our physical asse! 
(sometimes called wealth) and their allocation as to form and use among th 
people. (New York: Harper. 1940. Pp. xxvii, 345. $2.50.) 

Eckarb, E. W. Economics of W. S. Jevons. (Washington: Am. Council o' 
Public Affairs. 1940. Pp. 113. $2.50.) 
FROMAN, L. A., with the assistance of McCRACKEN, H. L. Principles of ev- 
nomics. Vols. I and II. (Chicago: Richard D. Irwin, 1940. Pp. xii, 702; % 

752. $2.50, each vol.) 

This elementary but comprehensive text, of more than 1,400 pages, 's 10! 
underclassmen. The style is simple, definitions are given explicitly and & 
plained with care, much of the material is factual, and even the theoretic! 
discussions are often supported by much factual illustration ; and yet there 's 
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a considerable amount of philosophical discussion. The general approach is 
traditional, with stress on the division into consumption, age tei value and 
price, money, banking and exchange, and distribution; but there are several 
chapters on government and the economic system, two chapters on the “isms, 
a chapter on the history of economic doctrines, and a oe on pure and 
monopolistic competition which is not only clear and readable but even to 
some extent original in its exposition. The author follows Chamberlin in ap- 
plying the theory of imperfect competition to distribution as well as to value. 
' There is so much information in these two volumes that there may be a 
fair question whether it is humane to expect any student to learn it all. Such 
expanded texts always bring to the reviewer’s mind a question once raised by 
Dr. T. |. Anderson: ‘‘How much more than the instructor should the student 
be expected to know?’ Yet the field of economics has so expanded that no 
subjects seem to be treated at too great length in these volumes. Apparently we 
shall have to give muca time to the course in elements, or we shall have to 
restrict it greatly, perhaps to a discussion of value alone. The latter method 
has the disadvantage that it does not best meet the needs of many students 
who take only one course in economics. 

Professor Froman’s books will meet criticism at a few points. The style, 
while generally simple and clear, lacks punch and distinction. In a few places 
the organization is not very good—for instance, in the discussion of monopoly 
n two different places. A number of quotations, excellent in themselves, are 
probably longer than should be included. The chapters on the “‘isms’’ should 
not be followed by several chapters a capitalist institutions, but should 
rather come at the end. The general point of view of the author seems hardly 
critical enough. In the discussion of fascism, for instance, the author discusses 
many of the outward details of fascistic organization, but in the opinion of 
the reviewer, he misses much of the fundamental meaning of fascism, and 
therefore fails to see the gravity of its threat to civilization. 

Yet it would be easy to take too critical an attitude toward a work which is 
generally well done. At the end of each chapter there is a list of questions, 
nd an unusually inclusive list of references. The general make-up of the 
books is good, and there is no doubt that they will meet the approval of 
many teachers. 

JOHN IsE 


AZIADEI, A. Le crisi del capitalismo e la variazioni del profitto. (Milan: Frat. 
Bocca. 1940. Pp. xi, 225. L. 25.) 

The Milan “Library of Social Sciences” seties published since 1883, has 
had for its main task, especially after the beginning of fascism in Italy, the 
combating of economic errors in the doctrines of Marxism. According to the 
author's preface, this seventy-fourth volume is the last monograph on this 
purpose by Graziadei. It is a study of the cycles of crises in our capitalistic 
economy and of those variations of the rate of profit which are not connected 
with changing wages. The whole book deals particularly with the classical 
theory of a diminishing tendency of profit margins, which later on has been 
ne of the pivots of Karl Marx’s school and which an Italian professor of 
the present day is obliged naturally to refute. 

Three parts of the publication under review are dedicated, therefore to an 
analysis of this dogma as developed in the opinions of Adam Smith, Ricardo 
and Marx, then to the discussion of variations of profit rates under elimination 
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of competition among manufacturers. Since Marx’s ideas about marginal fluc. 
tuations are connected with his theories about cyclical crises, the last and mos 
up-to-date chapters try to analyze them, too. The book enlarges especially 
upon under-consumption instead of surplus-production as a reason for crises 
and economic crises of general order, embracing all the branches of national 
or world activity; both are Marxist statements with which Graziadei agrees 
on great measure. Indeed, while the latter phenomenon apparently has been 
confirmed by the facts of the years 1929-1932, Marx’s new conception of the 
origin of crises has also been proved by modern English and American 
economists. 
PAUL UCKER 


Hart. A. G. Antic - ver uncertainty, and dynamic planning. Stud. in bus 
admin., vol. xi, . (Chicago: Univ. of Chicago Press. 1940. Pp. ix, 98 
$1.) 

WERNETTE, J. P. The control of business cycles: a study of methods for achiev. 
ing and maintaining prosperity. (New York: Farrar and Rinehart. 1940 
Pp. ix, 197. $1.75.) 

Cowles Commission for Research in Economics: report of sixth annual researc| 

onference on economics and statistics at Colorado Springs, July 1 to 2 
1940. (Chicago: Cowles Commission, Univ. of Chicago. 1940. Pp. 99.) 
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The Triumph of American Capitalism: The Development of Forces in 


American History to the End of the Nineteenth Century. By Louis M 
HACKER. (New York: Simon and Schuster. 1940. Pp. x, 460. $3.00.) 

The Dynamics of War and Revolution. By LAWRENCE DENNIs. (New 
York: Weekly Foreign Letter, 515 Madison Ave. 1940. Pp, xxxi, 259 
$3.00.) 

Hacker writes from the standpoint of Veblen’s exploitation economics 
(1904); Dennis from the standpoint of F. J. Turner’s movement westward 
of the frontier (1890-1903). Dennis makes the closing of the American 
frontier in the decade of the 1890's the beginning of the decay of capital- 
ism. The American immigration-restriction law, which followed in 1923 
he interprets as the closing of the escape from the oppressive capitalism of 
Italy and Germany, resulting for those countries in the menace of per- 
petual unemployment. Hacker dates the triumph of American industria! 
capitalism from the same decade of the 1890's, but attaches little or n 
importance to either the closing frontier or unemployment. 

Hacker mistakenly interprets Turner as holding that the western frontier 
was only an agricultural frontier, so that urban workers who moved West 
had to learn the different occupation of agriculture in order to escape. But 
Turner's frontier was also a mining and an urban manufacturing and met: 
cantile frontier moving West with the agricultural frontier, so that urban 
workers could escape without changing their occupations. Indeed, Turners 
frontier was an institutional land-ownership frontier in advance of populs 
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tion, with its enormous speculative land values, both urban and agricultural, 
rising or slumping in value in expectation of an increase or decrease of the 
oming populations. It was not, therefore, as Dennis more accurately 
pn until the unemployed laborers from the western cities began to 
move back eastward in the capitalistic depression of the 1890's that Turner’s 
ry of the significance of the frontier could be fully appreciated in the 
avestigations of economists and historians. 
With this naive misapprehension of Turner’s institutional view of land 
vnership as a kind of speculative ‘‘action at a distance’ in advance of the 
lassical economists’ physical movement of population, Hacker turns to 
Veblen’s sarcastic institutionalism of exploitation, fraud, and dishonesty. 
[he latter triumphed in the 1890's with Carnegie’s ruthless enrichment 
protective tariffs and governmental opposition to labor unions, as it 
for Veblen. 
he other hand, Dennis rightly bases his entire economics on the in- 
of the capitalist system to maintain continuous and full employment 
131). He analyzes mainly five factors which supported profits and 
t in the past and quickly restored employment after each collapse; 
iring the present century they have declined one by one, and the joint 
irance of all has cumulated during the 1920’s and 1930’s. 
The first factor was the familiar industrial revolution, beginning in the 
ith century and continuing with temporary monopolies for almost 
new industry. He defines monopoly “‘for practical purposes,” rather 
1 ‘legal purposes,’ as “‘the enjoyment of a situation in which competition 
10t to be feared.” Although a few of these monopolistic profit-making 
pportunities, like aluminum or agricultural machinery, “quickly acquire 
poly situation while millions of their consumers are on relief,” yet 
others in the case of “such major basic industries as agriculture, 
the textile trades and coal mining are in permanent cecline as 
makers.” Herein he controverts what he calls ‘‘a fallacy of classical 
ics, that of consumer sovereignty.” It is not “consumer demand,” 
but “producer demand” that is sovereign, and “this producer de- 
governed by changes in expectations of profit,” which is the credit 


expectations have disappeared for various reasons, first of which is 
sing of the frontiers for both Ameri ca and the British Empire. Dennis 
it length what he calls Turner’s “great contribution to American 
ught” in 1893 and 1903. It was the idea that ‘free land and lavish 
natural resources to exploit were the frontier’s contribution to the 


ess of private enterprise.” 
third was the rapid population increase for the century and a half of 


lustrial revolution. This has now ceased as a dynamic factor for main- 
g profits and interest on long-term investments. Herein Dennis cites 
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support from the recent writings of Fairchild on population, Hansen op 
“stagnation,” the Natural Resources Committee, and J. M. Keynes, He 
controverts the arguments expressed by W. I. King and others of a rising 
standard of living creating an expansive market in place of the closing 
frontier. ““The incentive to industrial expansion of capitalism,” he says 
(p. 99), “is not a desire for a higher standard of living for all the people 
but a simple desire for interest and profits.” 

Again, for the whole period of the capitalistic régime, Dennis enumerates 
the long list of “easy wars of conquest’’ against populations which had only 
bows and arrows against machine guns. But now, at last, these easy wars are 
halted by the ‘‘have-not’’ nations of Italy, Germany, Russia and Japan with 
equal and even superior military equipment. Formerly also there was plenty 
left over for the “‘losers,’’ but now “the democracies no longer have easy 
foreign wars to offset the disuniting forces of capitalism, which, in its 
maturity, is nothing but unmitigated class war.” 

Finally, democracy was fairly successful when only the manufacturers 
obtained monopolistic advantages from protective tariffs, but now when 
all classes, including laborers, farmers, the aged, and real estate operators, 
struggle for positions, and especially when they resort to progressive taxa- 
tion on profits, the triumph of universal suffrage is the end of democracy 
and capitalism. 

Hacker, in his final chapter on finance-capitalism, would counteract his 
exploitation economics by reverting to ‘the enlightenment, the American 
Revolution, Jeffersonianism, old radical Republicanism, populism,” which 
he says, are “the American tradition,” which, in turn, he “firmly believes’ 
will make us ‘‘economically secure and keep us politically free” (p. 438) 

Neither Hacker nor Dennis gives attention to the most significant of the 
institutional developments of the twentieth century, the governmental 
supervision of the credit system by a Federal Reserve Board and a Securi- 
ties Exchange Commission, nor the amazing growth of private corporations 
and labor unions, with the accompanying systems of governmental arbitra- 
tion and administrative supervision as the modern forms of organized de 
mocracy, all of them in process of overthrow elsewhere by totalitarian 
governments. 


JOHN R. CoMMONS 


Fort Lauderdale, Florida 


Histoire Economique de la France. Tome I. Le Moyen Age et I’ Ancie! 
Régime. By HENRI SEE. (Paris: Armand Colin. 1939. Pp. xxv, 4) 
70 fr.) 
M. Armand Rébillon explains the posthumous publication of M. Henr 
Sée’s book as follows: 


Quand Henri Sée s’éteignit, le 11 mars 1936, le second volume de sa Fra": 
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zesische Wirtschaftgeschichte dans la collection Handbuch der Wirtschaft- 
ceschichte de G. Brodnitz, venait tout juste de paraitre, six ans aprés le premier. 
L'ambition de mon regretté maitre était alors de publier la version Recents 
d'une oeuvre qu’il avait grandement déploré d’avoir di donner d’abord dans 
une collection étrangére. Sa veuve a tenu 4 réaliser ce veu. C’est une entreprise 
qui devra valoir 4 Madame Henre Sée ainsi qu’a son fils, M. Daniel Sée, la 
oratitude des étudiants et professeurs francais qui vont avoir enfin 4 leur dis- 
position, pour la premiére fois, un ouvrage général de cette ampleur et de cette 
valeur sur l'histoire économique de leur pays. 


Remotely, the volume stems from M. Henri Hauser, who recommended 
M. Sée to Professor Brodnitz for the German series. But another writer 
played an even more important rdle in publication of the present book. 
For by the invitation of Madame Henri Sée, M. Robert Schnerb prepared 
M. Sée’s original French manuscript for publication, wrote a lengthy 
avant-propos which is a brief survey—largely bibliographical in nature— 
of French economic history before the tenth century. Also to each chapter 
of M. Sée’s manuscript, M. Schnerb has added an appendix, usually of a 
bibliographical nature, but occasionally interpretative as well, in an effort 
to supplement M. Sée’s chapter, to present other points of view, or to bring 
the chapter abreast of the latest writings. With such literary midwifery, the 
French version of M. Sée’s book has been brought into the world. 

[t is an important synthesis of materials gathered from scores of mono- 
graphs and some unpublished sources, obviously the fruit of M. Sée’s long 
ind active study of the economic history of France. But as it rests largely 
pon monographic materials already published, it contains little informa- 

n that is new. Indeed, the paucity of primary sources cited and the almost 

mplete lack of pertinent statistical data, are obvious weaknesses of the 
book. Yet the volume pulls together in well connected and excellently co- 

rdinated form the recent researches of hundreds of scholars—French, Ger- 
in, English, American, Spanish, Italian, Swedish, and Dutch—whose 
monographs and articles are embraced within M. Sée’s scholarly grasp. 

M. Sée wrote economic history after the manner of the old days when 

economics’ was “political economy.”’ Accordingly, his book is much: more 
than economic history, for he weaves in political interrelations and social 
impl.cations so that his book becomes almost a history of the French 
monarchy from the late Middle Ages until the French Revolution. The 
role of the rising monarchy is constantly before us, at first because the 


French kings were elevated to power and opulence upon the shoulders of 
a well cultivated and codperative bourgeoisie and later because the mer- 
antilist policies of absolute Valois and Bourbon monarchs so greatly deter- 
mined the course of French economy. M. Sée spends relatively little time 
with French feudalism. In reality, the book begins with “La renaissance 


‘u commerce” (chapter 2), with the rise of cities, of gilds, of trading 
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antes, of Italian banking activities in France, and of the emergence 


| 
e 

le 
es 

ly 

re 
ty 

q 

SV 

rs 

acy | 
his 

ons 

(fa- 
rian | 


126 Reviews and New Books [ March 


cf new classes of society, especially the small but powerful bourgeoisie 
The paralyzing effects of the One Hundred Years’ War played an jm. 
portant part, in M. Sée’s opinion, in the break-up of feudal estates, the 
slow rise of a large land-owning peasant group, and in the “nationalizing” 
of French commerce. Later, in discussing land-ownership in the “Oj 
Regime,” M. Sée inclines toward a conservative estimate of the relative 
proportion of lands held by the nobility and clergy. But, according to M 
Sée, though peasants possessed a large proportion of French land in the 
eighteenth century, only a small number held farms large enough—with 
their obsolete husbandry and farming methods—to support themselye: 
Government policies, especially regulation of the grain trade, hampered 
agriculture still further. Throughout the early modern period, in M. Sée's 
view, French internal commerce was unimportant by comparison with for. 
eign trade, and commerce as a whole developed more rapidly than industry 
The book is particularly good in describing the nature and direction, thoug! 
not the extent, of French foreign commerce. But it gives only superficial 
treatments of French trading companies, of internal industrial develop- 
ments, of the lack of commercial and industrial enterprise of the French 
privileged classes, and of the serious economic maladjustments of the Old 
Régime as evidenced by the widespread beggary, idle lands, stagnant in- 
ternal trade, and decadent corporations. Can it be that the burdensom 
fiscal policies of the monarchy constituted the sole cause of all these eco- 
nomic ills, as M. Sée suggests? 

Everything considered, in the opinion of the present writer, M. S¢e’s 
book is both welcome and disappointing. It is welcome as a synthesis of 
materials by an able, judicious, mature scholar; it is disappointing because 
of its lack of illustrative detail drawn from primary sources, its too fre 
quent tendency toward generalities without getting down to statement: 


of “Voici, par exemple. . . .”” Nevertheless, M. Sée left a challenging lega 
in this truly great interpretative work. Perhaps a later generation of 
French scholars will discover what really made pre-revolutionary French 
economy tick. 


RAYMOND P. STEARNS 


University of Illinors 


The Industrialization of Japan and Manchukuo, 1930-1940. Population 
Raw Materials and Industry. By G. C. ALLEN, M. S. Gorvon, E.f 
PENROSE and E. B. SCHUMPETER. Edited by E. B. SCHUMPETEE 
(New York: Macmillan. 1940. Pp. xxviii, 944. $7.50.) 

This large and somewhat heterogeneous volume is unusually difficult 
to review. As is indicated in the preface, the research investigation of whi’ 
it is the outcome was begun some years ago as “‘an account of the deprecis 
tion of the yen and its influence on Japanese trade and prices with certs 
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lioressions on living standards, public finance and the balance of inter- 
national payments,” but, “after much material on these points had been 
lected, it seemed best to shift the emphasis to population, raw materials 
and industrial development with special reference to the strategic possibili- 
ties of the Yen Bloc.” The result of this shift of emphasis is not a unity. 
The book falls, in fact, into four monographic divisions though the editor 
has written introductory and concluding chapters. 

Professor Penrose has written a very careful and convincing analysis of 
population developments between 1920 and 1936, choosing the former 


»r as that in which the first adequate census material became available 


yCa 


1 


ind the latter apparently as the latest year for which material was avail- 
able when he wrote. His analysis is a model of precise definition, analytical 
skill and clear concise statement. One could wish that his conclusions, par- 
ularly in regard to population and raw materials, had been developed 
further; but his whole succinct analysis is contained in 125 pages supported 
pages of tabular matter. Eschewing doubtful estimates of future 
yopulation and pointing out that pre-1920 data are not comparable with 
»se after 1920—a point which Mrs. Schumpeter does not stand upon in 
introductory chapter—his main conclusion seems to be that increasing 
rth-control may still be offset in large measure by increasing death-control 
This is particularly true of female mortality. Food and raw ma- 


terial supplies, however, were increasing relatively to population up till 
and population pressure was a subjective feeling rather than an ob- 

tive measurable reality. 
Professor Allen’s study of the organization and development of Japanese 


industry is equally workmanlike in its careful classification, arrangement 
and analysis. After differentiating the main types of industrial organiza- 
the traditional trades, the newer small-scale trades, the large-scale 
extile industries and the heavy industries—Professor Allen offers an an- 
alysis of the concentration of economic power in Japan. This, he points out, 
n a passage that will bear reflecting upon (p. 626) is due to “the scarcity of 
capital and entrepreneurial ability in a country with great political ambi- 
tions.” This whole analysis of the power of great economic groups and 
their connection with small trades on the one hand and government on the 
ther is sober and judicious. On the whole the situation as Professor Allen 
lescribes it does not leave an impression of economic strength and resilience, 
iespite the marked industrial progress of Japan in recent years. Professor 
Hen's story of course stops short at 1937 when Japan entered a period 
' war economy; but readers of his subsequent work’ will remember that 
has since drawn attention to the risks of unbalancing the economic 
ture as a result of the war. 


Allen, Japanese Industry: Its Recent Development and Present Condition. 
ry Series, New York, 1940. 
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Mrs. Schumpeter’s contributions to this volume are concerned mainly 
with the most recent developments, not of the Japanese economy alone 
but of the whole yen bloc. For these developments statistical measure. 
ments are scarcer. There is therefore more reference to Japanese journals 
and particularly the publications of the South Manchurian railway (which 
seem so often to have a promotional tinge) and to plans and percentages 
These chapters are, in consequence, more diffuse than the rest of the 
book, less convincing in their arrangement of the argument and more 
repetitious. This is perhaps inevitable where hopes rather than achieve. 
ments, plans rather than facts, potential rather than actual figures are dis. 
cussed. It is probably too soon to appraise the economic viability of ap 
autarchic yen bloc by precise statistical measurements. Mrs. Schumpeter 
makes a case for it mainly on two grounds, the resources of Manchuku 
and improved technical processes, and points out that in any case it may 
be an alternative forced on Japan by the breakdown of international trade 
One would expect her argument to have the same appeal in Japanese circles 
as Mr. Guillebaud’s somewhat similar book had in German circles.* Now 
Manchukuo, unlike some other recent imperialist ventures, is no desert 
It has rich and varied resources. And chemical engineering has made great 
strides in recent years. But most economists are likely to feel that Mrs 
Schumpeter has given the benefit of the doubt at almost every difficult 
point to the somewhat optimistic Japanese estimates now available. If 
needs must, the Japanese Empire will develop as a closed bloc within it 
new imperial frontiers. Whether that can be done without capital losses 
and lowered living standards, and whether better results for the people a 
a whole can be so achieved is at least not proven. Up till now, despite 
closing trade outlets, Japan, like Germany before September, 1939, has 
been greatly dependent upon the outside world and could not have pushed 
her industrial development so rapidly in strategic directions without access 
to raw materials and markets. These she may substitute in some measure 
but it requires greater faith than the reviewer can summon in the “potential 
resources” of even an enlarged empire, to conclude that such substitution 
will not entail heavy losses and probably economic disorganization. Ms 
Schumpeter has made her analysis in quantitative terms. The monetary 
financial and exchange complications of a great investment boom financed 
by expansionist monetary policies have been deferred for later considet 
tion. It is possible that new methods of price control, rationing and f2- 
tionalization may forestall the necessity of choosing between checking the 
boom or allowing the inflation to get out of control; but the possibilit 
has not yet been demonstrated. 


?C. W. Guillebaud, The Economic Recovery of Germany from 1933 to the Incorpor 
tion of Austria in March 1938, London, Macmillan, 1939. 
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ention must be made, finally, of the appendix in which Mrs. Gordon 
tlines briefly the major trends of the Japanese balance of payments from 
to date. This rather brief but competent essay, apparently arising 
the original plan of the project, is worthy of more extended analytical 


itment. 
J. B. CONDLIFFE 
niversity of Californta 


German Economy, 1870-1940: Issues and Trends. By GUSTAV STOLPER. 
New York: Reynal and Hitchcock. 1940. Pp. xx, 295. $3.00.) 
Dr. Stolper’s review and interpretation of 70 years of the Germany 
my should be valuable to every westerner who has been puzzled by 
the ease with which the National Socialist system has become entrenched 
n the territory of the Reich. The explanation lies in the essentially tradi- 
nature of state control, of which the existing totalitarian system is 
merely one manifestation. Even in the early history of Prussia ‘‘the state 
was everything,” not because of a preconceived philosophy but because it 
s the only creative force. When the new Reich was formed in 1870 
German liberalism, never very deeply rooted even in western and southern 
Germany, sold its soul to the principles of Prussian state power. ‘“Thus,”’ 
the author continues (page 12), “Germany acquired a strange cant that 
began to irritate and, increasingly, to terrify the world.” 
In the preface Dr. Stolper says that although he has no thesis to prove, 
hapter discloses an amazing continuity of the underlying trend, the 
lancy of the state over the economic life of the nation. Without this 
long preparatory work Hitler and National Socialism would not have been 
possible. The exposition of the continuity is thus the major part of the 
writer's task. For its accomplishment, which is of course far more illumi- 
nating than the usual amazed and admiring factual account of Germany’s 
remarkable industrial growth since 1871, Dr. Stolper has an excellent 
background. He was for many years the editor of the important economic 
weekly, Der deutsche Volkswirt, and the Berlin correspondent of the Lon- 
‘on Economist. For several years before the Hitler revolution he was a 
liberal member of the Reichstag for the Free City of Danzig and a member 
budget committee. He is now an American citizen. 
| superficially, the present volume is an excellent account of the 
economic growth of Germany in four periods: ‘Toward Industrial Pow- 
cr, from the formation of the Reich to 1914; the World War; the Weimar 
\epublic and the Third Reich. All the necessary supporting factual mate- 
But the unusual value of this study lies elsewhere than in the 
| survey of German economic progress. It lies in the puncturing 
major western illusion that Hitler imposed a totalitarian system 
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upon an uncomprehending and unwilling liberal, democratic population, 
and in the equally skillful demolition of a dozen minor illusions common 
beyond the North Sea and the Atlantic. Dr. Stolper shows, for instance 
that German inflation was not a post-war phenomenon, but that it began 
with the war and had exceeded any previous experience by the time the war 
ended. The “‘stab-in-the-back”’ legend of German collapse in the autump 
of 1918, so dear to Hitler and to western apologists, which has already 
met much adverse evidence from the time of the publication of Luden. 
dorff’s two-volume account in 1919 to the present day, now receives the 
attack of the story of German military, economic and physiological de. 
generation before the autumn set in. 

The puncturing of illusions continues. The Dawes plan aspect of the 
‘“Diktat’’ of Versailles is shown to have initiated “a period of recoven 
unparalleled in scope and intensity’’; or “seven fat years [in which] a new 
Germany was built up.” The Weimar Republic, with its manifold social 
reforms, left to the National Socialist state the easily absorbed heritage of 
an economic system that could properly be called “State Socialism.” Eco- 
nomic depression was not, as is commonly believed, the cause of the growth 
of National Socialism; for that growth began when the Rhineland had 
already been evacuated, when Germany was a member of the League of 
of Nations on an equal basis with the other great powers, when reparations 
had been reduced; and growth became rapid when reparations were vir- 
tually abolished by the Lausanne Conference in 1932. It is useless for 
friend or foe to emphasize a coming financial collapse in Germany, for 
there will be no financial collapse unless the whole state goes down. 
“When a government has complete control over the man power and the 
material resources of a country, the only limit to the expansion of produc- 
tion is precisely this man power and these natural resources (page 256)." 
Incidentally, however, there have been useful windfalls: the virtual ex- 
propriation of foreign creditors, the seizure of the gold and foreign ex- 
change of conquered territories, and the confiscation of Jewish property. 

Dr. Stolper regrets, as many of his readers also regret, the fact that the 
practicaliy crash-proof German economic system was not used for peaceful 
construction. He realizes that the same methods could have produced resi: 
dences instead of fortifications, automobiles instead of tanks, fertilizer 
instead of gunpowder, and exports to buy butter instead of guns. Almost 
his last word is: ““What was and still is at stake is political, not economic 
issues”; a thought which western readers must digest, together with the 
contents of Peter Drucker’s The End of Economic Man, before they can 
even begin to understand the conflict across the Atlantic. 

ALZADA COMSTOCK 


Mount Holyoke College 


| 

M 

in 


Economic History and Geography 131 


of Chicago. Vol I. The Beginning of a City, 1673-1848. Vol. 
lI. From Town to City, 1848-1871. By Bessie LOUIsE PIERCE. (New 
York: Knopf. 1937; 1940. Pp. xvil, 455; xiii, 547. $5.00, each vol.) 
These two volumes are about one-half of a definitive history of Chicago, 
, task which was initiated in 1929, at the University of Chicago, by a 
committee on the history of Chicago made up of representatives of the 
various social science disciplines of which Professor Charles E. Merriam 
s the guiding spirit. For the task of gathering the material and interpret- 
ing it Professor Pierce was invited to the university a decade ago. In these 
two volumes Professor Pierce presents “an interpretation of the rise and 
levelopment of the most modern of great modern cities,” which is ‘‘not 
aly the history of a single urban community, but an interpretation of a 
tion of a century of the history of America, particularly that of the 
lle Empire.” 
With the help of a staff of research assistants who have gone through a 
tremendous amount of data of all kinds, indicated by a thoroughly foot- 
ted text and elaborate bibliographies, the work is a veritable ency-lo- 
In Volume I every aspect of the growth of the city and its environ- 
nt has been dealt with from the French exploration in the seventeenth 
tury to the coming of the railroad in 1848. Its rise in the speculative 
neer era, its growth in importance as the center of national transporta- 
, its politics and economics, its social matters, religion and culture— 
re recorded and discussed. Volume II carries on the story with treat- 
f the structure of society, the highways of trade and commerce, the 
f banking and finance, the rise of labor consciousness, the mold 
olitics, the Civil War and its effects, the form of government, the 
h, the coming of a metropolitan city and the passing of the old Chi- 
go with the devastating fire of 1871. 
the economic historian and economist there is much of special in- 
rest in the chapters on the speculative era, labor, trade, banking and 
transportation. Perhaps because of the present reviewer's own experience 
p ‘0 Chicago industry, the chapter on ““The coming of a metropolitan econ- 
: ' seemed one of the most significant because it gave a picture in 40 
f the dramatic and swift rise of all the various industries on which 
the economic greatness of the city was built. But there is a wealth of infor- 
ion for any student. 
| As a definitive work of reference, this strikes one as competent and 
ighly worth while completing. One has a feeling of entire confidence in 
the accuracy of the data presented. The cartoons, illustrations and maps 
are well chosen and helpful. However, one has also a feeling that some 
f the chapters are too long, that too much has been crowded into them, 
ind that a more careful selection of material and a greater emphasis on 


liter 


faty presentation would have made a more distinguished history. Per- 
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haps a purely “‘literary”’ history of Chicago of all cities would not have 
seemed in the best taste! And one must not seem ungrateful for a work 
of vast labor, careful interpretation, and historical accuracy in what is a ney 
kind of history—the story of the youngest of the new metropolitan citie 
of our day, symbols of technology. 


RUDOLF A, CLEMEN 


American University 


The Economics of Ancient Greece. By H. MICHELL. (New York: Mac. 

millan. Cambridge, England: Univ. Press. 1940. Pp. 415. $4.00.) 
In spite of the stimulating chapters on economics in Sir Alfred Zim. 
mern’s Greek Commonwealth, there has been up to the present no com. 
prehensive treatment written originally in English of the economic life of 
the Greek city states before the Macedonian conquest. This lack is now 
well filled by Professor Michell’s scholarly work which is based solid); 
upon ancient sources while giving due consideration to the best modem 
research. In an introductory chapter, the author discusses certain broad 
questions fundamental to his task—the geography of Greek lands, the 
attitude of the Greeks toward manual labor, population, Greek economic 
thought—and arrives at the rather inescapable conclusion that the cit 
states collapsed because of their failure to develop sound political and 
economic polices 


of the and of mining and labo 
industry, commerce, trade, money and banking, and public finance. In thi 
survey we do not find any sensational reconstructions, nor indeed any views 
that are particularly new, but rather a careful judicious attitude which 
avoids alike the error of treating the Greeks as supermen and that of te 
garding their achievements as insignificant because of the slender economi 
resources at their command. With respect to slavery, the writer does wel 
to stress its sinister aspects as a good corrective to Zimmern’s emphasis 
upon its favorable features, but he goes too far in the reviewer's opinion 
when he concludes “that we can almost say that had there been no slaves 
there would have been no Greeks” (p. 168). The foundations of Greek 
civilization were laid and the main lines of its future development appat- 
ent before either industrial or agricultural slavery became powerful factor 
in Greek economic life. There is also a salutary discussion of the deleteriou 
effects of the Athenian system of compensations for public service whett 
it degenerated into a “dole” for the poorer classes in general. 

The book is open to minor criticisms and corrections, only some of wi hica 
can be mentioned here. The style lacks polish, and in some = © the 
meaning is not obvious; there are contradictory statements with respe 
to the purpose of the Athenian expedition to Sicily in 415 B.C. (pp. ° 
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and 260); since it is generally accepted that the Hittite empire in Asia 
Minor had collapsed well before 1,000 B.c., the view that it lasted into 
the beginning of the first millenium B.c. should be buttressed by some 
authority; the prosperity of Roman Corinth seems to contradict the idea of 
f (p. 237) that, after Rome’s defeat of Carthage, Corinth was com- 
ially sidetracked; on p. 247, 1. 2, surely “Sybaris” should be read for 
umae’; the treatise of the Carthaginian Mago on agriculture is not 
xtant (p. 304); on p. 331 “pre-Solon” coins should be “‘post-Solon,” see 
p. 319; “Xenophon” on p. 148 should be Pseudo-Xenophon as on p. 234; 
it should have been pointed out that no pay was given for attending the 
Athenian assembly prior to the close of the fifth century B.c.; and the 
Athenian administrative committees with their changing personnel do not 
conform to our ideas of ‘‘permanent civil servants’ (p. 369). The select 
bibliography is very good, but it might have included C. J. Bullock, Pol- 
itics, Finance and Consequences, Cambridge, 1939, and J. A. O. Larsen, 
Roman Greece” in volume IV of Tenney Frank, Economic Survey of 

Ancient Rome, Baltimore, 1938. 

A. E. R. BoaK 
rsity of Michigan 


An Economic History of Modern England. By E. A. J. JOHNSON. (New 
York: Nelson. 1939. Pp. viii, 230.) 


[his little book is written primarily for college students; it pretends to 
‘contribution to knowledge’’ other than a kind of literary mosaic 
le up of bits borrowed from monographic materials and from articles 


vhich have appeared in learned journals: “*. . . to ask students of economic 

history to go to the secondary sources on dozens and dozens of topics be- 

me general condensation has first been offered,” is, in Mr. John- 

\'s opinion, “scarcely cricket.’’ The present book is intended as such a 

“general condensation,”” and should therefore be judged more from a 
pedagogical standpoint than from that of scholarly criticism. 

Mr. Johnson does not contend that such a generai book as this should 

e monographs in students’ reading lists. ‘‘Actuaily,”” he writes, ‘the 

m purpose of the general book should be just the reverse: it should indicate 

he imy going not only to secondary but to primary sources. 

With this constantly in mind, I have documented pretty heavily, not to 

mpress critics, but to indicate to college undergraduates precisely where 

in find further material on the manifcld segments of Britain’s eco- 

history.” In the opinion of the present writer, a good syllabus of 

lings placed in the hands of students would fulfill Mr. Johnson’s aim 

etter than his book, especially as his footnotes contain references to prac- 

primary sources whatever. 
However Mr. Johnson has produced a readable brief survey that is, as 
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he states, “pretty much an economic history of nineteenth century Britain 
with something of a background and something of a projection.” The firs 
two of seven chapters furnishes the “background”; the “projection” j 
mostly in the form of prophecies strewn through the last chapter—propheti 
hints that economic competition between England on the one hand ané 
Germany and Japan on the other might lead to such a conflagration 4; 
exists in the world today. Of British economic history in the nineteenth 
century, Mr. Johnson presents a thoroughly orthodox account compounded 
of Clapham, the Webbs, Lord Ernle, Usher, the Hammonds, Lipson, Jenks, 
G. D. H. Cole, and Gilbert Slater. Some other materials are cited, of course 
but there is a curious lack of reference to Halévy, Marriot, the wealth of 
autobiographies, letters, and memoirs available, and the Parliamentar 
Papers and other publications of His Majesty’s Stationery Office usually a 
hand. These and other obvious materials are equally lacking in Mr. John. 
son’s treatment of English economic developments since 1900. In this 
phase of British history, however, the pattern is more original, and M; 
Johnson has done well in condensing the vast literature of the era since 
1914 into a meaningful interpretation of the perplexing recent acts and 
events of English industrialists, bankers, shippers, and statesmen. 
RAYMOND P. STEARNS 


University of Illinois 


The Incorrigible Idealist: Robert Dale Owen in America. By ELINOR Pav: 
COAST and ANNE E. LINCOLN. (Bloomington, Ind.: Principia Press 
1940. Pp. 150.) 

This is a valuable addition to the history of nineteenth century social 
reform. Thus far we have known this son of Robert Owen chiefly from his 
charming memoir, Threading My Way, which, however, only took him 
through his early and yeasty years as a participant in the New Harmony 
experiment of his father, and as one of the co-leaders with Frances wr 
of the working-class movement of New York. It is the great merit of the 
present biography that it traces his activities and development during the 
subsequent forty-five years until his death in 1877, and that it does s0 
from original sources. 

After the departure of Frances Wright for Paris and the death of het 
sister Camilla, Robert Dale Owen decided that wholesale utopian pl: ans for 
a sweeping transformation of American life were impossible of fulfl 
ment. He set himself to work therefore as a cultivated provincial in Ch 
field of Indiana politics and was three times elected to the legislature 0! 
the state and also to the Constitutional Convention of 1850. Here he becam 
the real founder of the public school and library systems of Indiana and 
as an advocate of woman's rights, secured for wives control over their 
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property together with easier divorce, thus freeing them from some of the 


male tyrannies. 

He was twice elected to Congress as a Democrat and to him was due the 
refounding of the Smithsonian Institution. Having had his dose of utopian- 
ism, he kept aloof from the wave of associationism which was flourishing in 
the early forties and, unlike his father, during this period confined himself 


to reforms which could be achieved. He was not even an abolitionist, but 


nevertheless the memory of his early economic wild oats, his unorthodox 
religious views, and his championship of women’s rights all prevented him 


from being chosen United States senator, a position for which he was 
; eminently fitted. Appointed minister to Naples by Franklin Pierce, he 


spent four years at this corrupt and autocratic court, where his experiences 
strengthened his faith in the democratic way of life. Here occurred the 
xtraordinary and amusing exchange of letters with his father over the 
request of the latter for an advance of £500. 

After burying his father and publishing a book on spiritualism, Owen 
returned to the United States on the eve of the Civil War. Though at first 
in favor of compromise with the South, the attack on Fort Sumter caused 

m to rally to the Union. He was appointed purchaser of munitions for 
the Indiana troops and carried through his job with conspicuous integrity 
nd in welcome contrast to what was happening in the war department 
nder Simon Cameron. Finally, convinced that emancipation was not only 


thically desirable but necessary in order to win the war, he was one of 


B those who urged Lincoln to free the slaves and it is possible that he thus 
} played an important part in Lincoln’s final decision. 


Active in offsetting the Copperhead and Secessionist movements in 


S Indiana, he was appointed by Secretary Stanton to the Freedmen’s Com- 
® Mission, in connection with which he drew up plans for complete eman- 


ation by congressional action with compensation to those owners who 
i been loyal. He also drafted a projected Fourteenth Amendment to pro- 
tect the civil rights of negroes and to grant them the suffrage. Unfortunately, 
at the last minute the amendment drafted by Bingham and Conklin with its 


} due process clause was substituted for this. Our constitutional history would 
have been happier had Owen’s original draft prevailed. 


After the war Owen interested himself in spiritualism. He died in 1877 


pet Lake George. Sixty years later his remains were transferred to New 


y, the scene of his father’s experiment and the place where he 
d his brothers had lived useful lives for nearly half a century. 
his biography with its scholarship and insight, its style and unfailing 
Oc taste, is a model of excellence. 
PAUL H. DOUGLAS 
University of Chicago 
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Family and Community in Ireland. By CONRAD M. ARENSBERG and Sotoy 
T. KIMBALL. (Cambridge: Harvard Univ. Press. 1940. Pp. xxix, 32 
$3.50.) 

The authors of this work are committed to the view that the theoretic! 
formulations of a scientific sociology and social psychology (these com. 
prising for them a unitary discipline) must be derived from an extensive 
series of objective inductive studies of contemporary social behavior, both 
modern and primitive. Existing folk cultures of literate societies constitute 
a rich and relatively unexploited field for such studies, since they enable 
the investigator to amass data on the essential features of a social system 
without becoming involved in all the complexities of civilized society. Thus, 
this investigation of the Irish peasant was inspired by a purpose similar to 
that of Thomas and Znaniecki in studying the Polish peasant. 

But aside from this point there is only a superficial resemblance between 
the two. Thomas and Znaniecki employed an elaborate methodology, and 
their theoretical generalizations ranged far and wide over the whole field 
of human behavior. The present work is almost ascetic in methodological 
simplicity and its generalities are narrowly confined to the central problem 
and supporting facts. The basic approach is that developed by anthropolo- 
gists of the “functional school,” and the theory of causation closely follows 
Pareto’s notion of the equilibrium of a social system, or factors in a state 
of mutual dependence. 

The focus is on the distinctive culture of the small farmers of Eire 
most of the field work being done in County Clare. After a brief statistica 
review to establish the small farmer class and characterize the nature and 
scope of its economic activities, the treatment centers on the family groups 
dwelling on the land and following the rhythmic cycles of an anc 
mode of life. The rural familial economy with its division of labor betwee 
the sexes and between age groupings, the patterns of uniformity which 
govern the status and control the relations of family members, the system 
of kinship, the interplay of demographic and familial factors, the operation 
of the social mechanism of match-making as it affects family continuity and 
the dispersal of members, the position and problems of the aged, the more: 
of sex, and the social and economic bonds that weld families into the com 
munity, all are systematically described and given perspicacious analysis 
Ethnographic literature contains few better accounts of a familial system 

With the major conclusion which designates familism rather than ec 
nomic factors as the prime force affecting decline in natural increase, emigt* 
tion, and other demographic trends, there will ve strong disagreement 
some quarters. But economic determinism must reckon with the evides 
presented in this case. 

In a work otherwise so excellent, one surprising flaw appears. It is the 


x 


Economic History and Geography 137 


absence of maps or cartographic devices for making clear demographic 


considerable detail, the patience of the reader is strained by having to wade 
through pages full of obscure place names and other geographic data which 
2 few maps would vastly clarify. In contrast, statistical materials are con- 
veniently summarized by graphs and tables. 


CARROLL D. CLARK 
University of Kansas 
NEW BOOKS 


CumMINGS, R. O. The American and his food: a history of food habits in the 
United States. (Chicago: Univ. of Chicago Press. 1940. Pp. xi, 267. $2.50.) 


Mr. Cummings in studying the history of the American ice industry found 
et, apart from separate foods, a subject neglected by historians. From “widely 
scattered sources including travel accounts, health literature, cook books, peri- 
dicals, newspapers and government documents” he has attempted to build 
up a picture of food consumption. The first third of the book dealing with 
-venteenth and eighteenth century food habits will stimulate greatest inter- 
although those unfamiliar with contemporary literature on food will also 
| information of value throughout the book that in its later parts takes the 
ler through the depression and introduces him to “federal feeding pro- 
s."’ Dietary habits are pictured as a product of technology, science of nutri- 

n, social organization and other factors that shape consumption. 
A reader cannot fail to be impressed with the range and quantity of facts 
mpressed into the book. There is, however, little attempt at economic anal- 
and in certain sections the economist is likely to feel strongly moved to 
rearrange facts and present further evidence in order to prevent the drawing 

rrect inferences. 
MARGARET G. REID 


B. Government in Japan: recent trends in its scope and operation. 
w York: Inst. of Pacific Relations. 1940. Pp. xv, 114. $1.) 
The changing pattern of international economic affairs. (New York: 
larper. 1940. Pp. x, 132. $2.) 
Chis collection of lectures delivered at Columbia University by Dr. Feis is 
an excellent and convenient, though brief, survey of the changes that have 
in international economic relations within recent years. After a sum- 
f neo-classical theory and a description of the changes that have come 
1914, two chapters are given to the effect of the present war and the 
ition of the United States, with a final chapter on some current problems 
1 few suggestions about future possibilities. The author, of course, speaks 
y for himself and not for the Department of State whose economic adviser 
s been for nine years. Presumably he is somewhat less specific on many 
n he would otherwise be, but in many instances he has written with 
mmendable directness and frankness. 
His description of “orthodox” theory and of its inadequacy as an accurate 
t of the nature of present international economic relations calls for 
mment that the changes which impair the theory go further back than 
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1914 and that the first World War was perhaps in part due to those changes, 
even though the dislocations it brought were in turn a cause of further djs. 
ruption. The reviewer would suggest that, though the theory must be exten. 
sively modified and perhaps some of it discarded, there is much that probab)y 
should and will be retained. 

Special attention should be called to the observations by Dr. Feis in hj; 
concluding chapter where he emphasizes the implications of our closer tra 
relations with Latin American countries. If agreements or “some general and 
more comprehensive agreement” should be elaborated, and “if their applica. 
tion should cause sudden and substantial loss or displacement to producers 
within this country, suitable safeguards or compensation will be required for 
those bearing the loss.” The implications of this and many other observations 
by Dr. Feis are not yet appreciated by most business-men or even economists 
‘Should necessity dictate, neither novelty of method nor preconceived no. 
tion, nor unusual difficulties of administration, nor large initial expense should 
be permitted to defeat the purpose.” 

ERNEST MINOR PATTERSON 


FRAENKEL, E. The dual state: a contribution to the theory of dictatorship. Trans. 
lated from the German by E. A. SHILs and others. (New York: Oxford Unis 
Press. 1941. Pp. 264. $3.) 

Gratz, G., editor. The Hungarian economic year book. (Budapest: Grill’ 
Bookshop. New York: Columbia Univ. Press. 1940. Pp. 162. $2.) 

Edited by the former Hungarian Minister for Foreign Affairs, this volume 
is a valuable reference book on the economic and financial situation of that 
country. The chapter on commercial policy makes clear to the reader th 


methods of the German economic penetration into Central Europe. 
J. C. Rocca 


Haas, W. H., editor. The American empire: a study of the outlying territori 
of the United States. (Chicago: Univ. of Chicago Press. 1940. Pp. xi, 408 
$4.) 

This series of factual studies of the outlying possessions of the United 
States has greater unity and balance than is usually found in codperative \ 
umes. All the chapters on individual areas are well done, especially that on 
Hawaii. Alaska, the author of that chapter believes, has much greater pos 
sibilities than current developments indicate. The Philippines are presented 


Canal Zone is our greatest interest and a keystone in national defense. The 
Virgin Islands are a bad investment and Puerto Rico is a problem in over 
population for which there seems to be no solution. Taken as a whole, the 
economic advantages brought to the United States by the offshore possession 
are slight and only the Caribbean holdings may contribute to the nation 
defense, The closing chapter on “ ‘Manifest destiny’ in greater America 
realistic analysis which deserves careful reading by critics of the so-cak 
American imperialistic adventures. 
CHESTER LLoyp JONES 


HANcocK, W. K. Survey of British commonwealth affairs. Vol. 11. Problem 
economic policy, 1918-1939. (London: Oxford Univ. Press. 1940. 1s.) 


a problem both to the United States and to their own people. American p 
| well be to be rid of the islands if J In the Caribbean region the 7 
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Harper, S., and others. The Soviet Union and America. Round table broadcast 
no. 142. (Chicago: Univ. of Chicago. 1940. Pp. 28. 10c.) 

HUNTINGTON, E., and others. Principles of economic geography. (New York: 
Wiley. 1940. Pp. 725. $4.) 

tamEsON, J. F. The American Revolution considered as a social movement. 
(Princeton: Princeton Univ. Press. 1940. Pp. 100. $1.75.) 

KEMMERER, D. L. Path to freedom: the struggle for self-government in colonial 

New Jersey, 1703-1776. (Princeton: Princeton Univ. Press. 1940. Pp. xvi, 384. 


This book provides a painstaking analysis of the interplay of political and 
nomic forces which marked the development of New Jersey from 1664 to 
It is based upon a wealth of little used source materials which have been 
thered critically and objectively to illuminate with decisive thoroughness the 
major factors tending to promote the break between England and her American 
nies, particularly as they worked themselves out in New Jersey. 
he central theme of the study is the constant struggle for political power 
n the tax-controlling assembly and the governor cloaked with royal au- 
[his is gman and clarified by an analysis of paper-money 
; and loan-ofhice oe the influence of land speculation and title 
lties, as well as by a discussion of the attitude and aims of the English 
1uthorities and the various colonial groups. 
Although concerned primarily with the affairs of New Jersey, the work is 
greater breadth not only by its consideration of the mutual relations be- 
ween New Jersey and nearby colonies, but by the clarity with which it reveals 
the development of colonial attitudes which led to the Revolutionary War. 


WILLIAM C. BAGLEY, JR. 


uthor examines the South during the last ten years and finds that there 

s been progress in the various aspects of its life. The heritage of share- 

g, low wage level, race discrimination and disfranchisement, restriction 

| liberties, and poverty, she sets forth with force and frankness; but she 

sees hope in the development of labor organizations, in the work of progres- 

e groups such as the Interracial Commission and the Southern Conference 

tor Human Welfare, and in the New Deal. The work is based on a knowledge 

gained through southern nativity and residence and by an examination of vari- 
ks, pamphlets, and newspapers. 


i a 
l 


E. MERTON COULTER 


RK, I. Agrarian conflicts in colonial New York, 1711-1775. (New York: 
bia Univ. Press. 1940. Pp. 237. $3.) 

ark has studied the divers agrarian elements on the Upper Hudson. 

s forth the conflicts between the tenant and his landlord, the small 

nd the larger landlord, the settler and the land speculator, the debtor 

ie creditor. He shows how Indians were tricked out of their rights to the 

i and how officials were fooled or bribed by selfish and land-hungry in- 
duals to the point of making grants of enormous holdings. 

New England republicanism entered to play a part on the New York 


a $3.75.) 
| ® LuMPKIN, K. D. The South in progress. (New York: Internat. Pubs. 1940. Pp. 
viii, 256. $2.50.) 
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frontier, but many small farmers were Tories. The situation was confused: 
and no author could make it clear and simple, no matter how diligently he 
searched the records. The scholarly contribution of the author lies in th 
critical examination of the complicated land and social system rather than ip 
fresh conclusions. 


N. S. B.G 


MITCHELL, K. and HoLianp, W. L., editors. Problems of the Pacific, 1939 
Proceedings of meeting of Inst. of Pacific Relations at Virginia Beach, Vir. 
ginia, Nov. 22-Dec. 2, 1939. (New York: Inst. of Pacific Rel. 1940, Pp. vii 
299. $3.50.) 

P., D. M. W. France faces fascism. Res. ser. no. 52. (London: Gollancz and 
Fabian Soc. 1940. Pp. 27. 6d.) 

PerFER, N. Prerequisites to peace in the Far East. (New York: Inst. of Pacifi 
Rel. 1940. Pp. xi, 121. $1.) 

SmitH, R. S. The Spanish guild merchant: a history of the consulado, 1250-170 
(Durham: Duke Univ. Press. 1940. Pp. xii, 167. $2.50.) 

SMITH, J. R. and PHituips, M. O. North America: its people and the resource 
development, and prospects of the continent as the home of man. 2nd ed 
(New York: Harcourt Brace. 1940. Pp. xiii, 1008.) 

This volume of economic geography is a revision of a book of the same 
title published first in 1925. Recognizing changes since the year of first publica 
tion, the authors suggest that “in view of these cold, hard facts, the acute 
problem confronting this generation and the next is to bring about paralle! 
changes in men’s minds.” But one doubts that this conception of the change 
is adequate. Thus, “time is required for the national mind, accustomed for 
generations to think in terms of endless opportunity, to realize that ‘go West 
young man, go West,’ is no longer good advice. . . .” The reviewer will onlj 
remark that such terms as “‘the days of the frontier are over,” however appro- 
priate for land economics, are not suited to describe the spirit of the nev 
industrial age in which “frontiers” are not in land surface but in endless re 
search into the deeper recesses of natural forces for the purpose of discovering 
therein new, and perhaps greater, opportunities. 

The book is divided into 48 chapters, separated for the most part int 
regional studies, a chapter covering resources and industries of given area 
As compared with the former edition, old chapters have been practically « 
written and new chapters added. Although the reviewer cannot agree wit 
much of the philosophy of the volume, he finds the exposition both entertain 
ing and instructive. 


I. Lippincott 


SpRouT, H. and Sprout, M. Toward a new order of sea power: American navi 
policy and the world scene, 1918-1922. (Princeton: Princeton Univ. Press 
1940. Pp. xiii, 332. $3.75.) 

THOMPSON, R. T. Colonel James Neilson: a business-man of the early mach 

age in New Jersey, 1784-1862. (New Brunswick: Rutgers Univ. Press. 19 

Pp. xiii, 359. $3.75.) 

This is a careful biography of a leading business-man in a small city during 
the American Industrial Revolution. “His activities and interests formec # 
interesting microcosm of the history of the nation as well as of his own com 
munity during the half century before 1860” (p. 12). 
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Neilson had a versatile business career in New Brunswick, New Jersey, 
g at one time or another in banking, insurance, real estate, textile 
factoring, farming and ek: glee but mainly the last. Engaged in 

t between New Brunswick and New York, he helped organize a 

1ation of companies when, after the case of Gibbons versus Ogden, com- 

n 1 betw een rival steamship companies became severe. The locally famous 

eon Company” enjoyed a profitable monopoly from 1831 to 1847. 

npany had numerous subsidiaries, including the barge business on the 
vare and Raritan canal which, to avoid railroad competition, combined 

Cunt and Amboy railroad in what was known as the ' ‘Joint Com- 

Related companies exploited water power and operated a sawmill and 

n goods factory. Decline came when the canal was enlarged and the 
iter power available declined, and when the grain business moved west and 
shipping to New York. 

» ok is full of interesting details of economic history, and should be 
lly valuable to historians of American corporate development. There is 
plete bibliography, a map inside the cover, and appendices showing 

ind other costs in the cotton textile industry and a list of the chief 

holders of the Delaware and Raritan canal. 
ve but two adverse criticisms. One is the author's zeal in including 
ficant details. The other is that the author rarely relates happenings in 
of New Brunswick to developments in the United States as a whole. 
DONALD L. KEMMERER 


, E. R., assisted by ANDERSON, D. L. The Tasmanian economy in 1939- 
urvey prepared on behalf of the government. Stud. of Tasmanian econ. 


gg Govt. Printer. 1940. Pp. 31.) 
cox, W. B. Gloucestershire: a sia in local government, 1590-1640. 
ew Haven: Yale Univ. Press. 1940. Pp. xvi, 348. $3.) 
39/40: an economic, social and geographic survey. (Rio de Janeiro: 
y of Foreign Affairs. 1940. Pp. 383.) 
nomic almanac for 1940. (New York: Nat. Industrial Conf. Board. 1940. 
84. $5.) 
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' Trade in Agricultural Products: Its Growth; Its Crisis; and the 
Trade Policies. By L. B. BACON and F. C. SCHLOEMER. (Rome: 
Internat. Inst. of Agric. 1940. Pp. xix, 1102. L.60.) 


study was conceived by Dr. H. C. Taylor when he was the dele- 
the United States at the International Institute of Agriculture at 

n 1934. The work on it was begun under his guidance in Rome, 

» been carried on over the years since, partly in Rome and partly at 
igo. The two authors had the advice of the staff of the Institute of 
ture in handling the data, and particularly of the delegates of sev- 
the countries in checking their analyses. The German Statistical 
nade an important contribution to it by calculating for 92 countries 
(in reichmarks) of the imports and exports of 79 materials of 


hor 


ial origin” for the ni...-year critical period of 1929-37. 
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The authors in their preface define their objectives as “to draft a general 
picture of the evolution undergone by world trade in agricultural products 
durit.g a decade of intense governmental activity which profoundly changed 
agricultural markets, re-directed trade, and deeply influenced agricultura| 
production.”” They have achieved exactly this result with great care and 
thoroughness. Thus chapter 16 on “The United Kingdom” has 67 large 
pages devoted to describing the trade in agricultural products of this coun. 
try in the pre-war period, the years 1909-13 being taken as the datum 
point, in the war and post-war decade, and in the depression years 1929-37 
Tables presented in parallel form enable one to compare the shifts in trade 
product by product. The depression period is analyzed in much more detail 
than the two earlier ones. There is traced for these latter years the United 
Kingdom's changes in trade policy and the measures of government aid tc 
agriculture, and their effects on trade, production and prices. This is done 
for all the important products separately, and then in indexes of imports 
and exports for all combined (1929= 100). A final table gives values 
of imports and exports by years from 1929 to 1937 for each of the 7: 
items. 

A series of seven chapters following present in parallel form the material 
for Germany, France, Italy, and the United States; for the European ex- 
porters of agricultural products; for Argentina, Australia and Canada 
and for the Asiatic exporters. This makes up Part II of the book. Part | 
develops the subject separately for a list of 12 products ranging from wheat 
to rubber and silk. Here one will find much more detail by products, and 
yet scarcely anything that is repeated in Part II. Each part has a summary 
chapter. 

The analysis is handled with scrupulous apparent objectivity. Neverthe 
less, the attempt to relate changes in trade with the control measures adopted 
calls for considerable evaluation. Merely to illustrate, in the chapter on 
cotton one finds the sentence: “United States exports dropped, owing in 
good part to the relief measures for cotton growers, whereas Brazilian ex- 
ports in particular rose amazingly” (p. 415). Some in this country hold 
to the contrary view that most of our losses in cotton exports would have 
come anyway. The reviewer believes that most persons reading in this 
volume the full account of the control measures and their effects in differeat 
countries will be inclined to agree with the authors. 

The following statement from the authors’ preface seems well sub 
stantiated by the evidence presented: 


But almost everywhere the impression imposes itself that an outstanding ™ 
tive which impelled governments to embark on depression legislation was ‘ht 
desire to halt the headlong fall in prices by putting a bottom in the market and 
to secure remunerative prices and returns to agricultural producers. . . . In thei 


 — 
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post-war agricultural and commercial policies, statesmen also gave great weight 
‘o an extended conception of what one of the old masters of economic science 
called “the first duty of the sovereign, the protection of the society from violence 
ind invasion. 

e different countries considered, each and all, one after another set 
about price- restraining measures for farm products with the onset of the 
de rung They were somewhat more expeditious about it in some coun- 
tries than others—perhaps a little slower in those with a free-trade heritage, 

ke Denmark. The controls were the more inflexible in the totalitarian- 
nded countries. 
The chapter which seems least purely objective is the one on Germany; 
t considering that it was prepared by a German citizen, it is a remarkable 
ievement in this regard. Perhaps a German would consider Dr. Bacon's 
tment of the problem for her country, the United States, as slightly 
ndoctrinated. 
This book was printed in Rome in a limited edition. Yet for any eco- 
s library to be without it would be unfortunate. 
JOHN D. BLACK 


Harvard University 


1 Production in Western Europe: An Economic Survey of Agriculture 
m Six Countries. By P. LAMARTINE YATES. (London: Longmans 
Green. 1940. Pp. xvi, 572. $6.00.) 
This study deals directly with the agriculture of Denmark, the Nether- 
Belgium, France, Switzerland, and Germany, as it was before the 
sion of Poland. Indirectly, it deals also with Great Britain, for through- 
the book comparisons both qualitative and quantitative are framed in 
of British agriculture. 
tts 2 to 7 treat seriatim the six countries considered, between 60 and 
pages being devoted to each. The schematic outline of each part is 
bstantially “Crops and stock” (natural environment, crops, livestock) ; 
and farmers’’ (farm sizes, land tenure, inheritance, agricultural 
dulation, farm income, housing, health, education, codperation, 
rganization); and ‘‘State agricultural policy’’ (land settlement and recla- 
tariff policy, commodity controls, retail food prices, burden on con- 
ers, etc.). 
Parts 1 and 8 respectively pose and answer two general questions: How 
has it been advantageous in the experience of continental countries to 
large proportion of their population engaged in farming? How can 
ulture be so regulated and organized and, if necessary, remoulded as 
erve the public interest in a more consciously planned future? These 
‘€ questions in the field of state policy; and policy, particularly compara- 
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tive agricultural policy, is indeed the focus of interest throughout the book 
Mr. Yates’s summary reviews of agricultural policy in each country in Parts 
2 to 7, and his comparative analytical survey in Part 8, are first-class con. 
tributions—condensed but comprehensive, illuminating but not overbur. 
dened with detail. 

The answer to the first major question is broadly that the public interes 
was best served by a free-trade policy operating under conditions of rela- 
tively easy absorption of surplus labor by domestic industry or by emigri- 
tion (Denmark, Great Britain); next best, by a free-trade policy operating 
under conditions of agricultural over-population (Netherlands, Belgium, 
Switzerland) ; worst, by a policy of protectionism (France, Germany). The 
answer to the second question is that “. . . any reasonable agricultural policy 
is impossible in the environment and under the assumptions which up till 
the present have prevailed. The old policies will continue to hold the field 
until nations no longer run the risk of starvation in a war and until they 
realize that it is no longer necessary or possible to keep a large proportion 
of their populations working on the land” (p. 562). But if the environ- 
ment should change, Mr. Yates thinks that need would remain for agri- 
cultural policy stressing (1) some degree of “. . . controlled imports, guar. 
anteed prices and some check on over-production . . . administered for the 
benefit of the nation as a whole . . . ;” (2) consolidation of strips and of 
small holdings; and (3) “. . . thorough application of modern agricultural 
science to farming practice” (pp. 563-64). To those who agree that “On 
the whole those countries succeed best which most exploit their natural 
advantages” (p. 550), the conclusions are readily acceptable in their 
broader aspects. Disagreement might have arisen if questions had been 
raised concerning what and how much control of imports, guarantee of 
prices, check upon over-production, might best be exercised. 

The discussions of “‘Crops and stock” and ‘‘Farms and farmers” in each 
country suffer a little from the obvious necessity to condense; this is pat 
ticularly true with regard to the largest countries, France and Germany 
where diversity is of course most prominent. The problem of explaining 
relative levels of crop yields per acre in different regions is rather mort 
complex than Mr. Yates’s discussions might lead a reader to suppose. Pre 
cise citations to sources of important statistical evidence are sometimes 
missing. But these defects are minor ones, and the merit is great of encom: 
passing in one well written volume a generally sound and reliable suc) 
of comparative agriculture and comparative agricultural policy in so pop’ 
lous and important an area as western Europe. 
M. K. BENNETT 
Food Research Institute, 

Stanford University 
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Milk Distribution as a Public Utility. By W. P. MorTENSEN. (Chicago: 
Univ. of Chicago Press. 1940. Pp. xviii, 221. $2.50.) 

The author starts out with a chapter outlining the historical background 
of the various attempts to control milk prices. This includes a brief discus- 
sion of the milk price plans developed by the collective bargaining asso- 
ciations of the 1920’s, and then a discussion of the development of the 
numerous state milk control boards of the 1930's. The first chapter con- 
ludes by pointing out that the goal of reduced margins between producers 
and consumers is to be attained by greater efficiency in milk distribution 
ind that the adjustments necessary to attain this end call for more regu- 
latory power than the present boards have or are willing to use. 

The second chapter deals with the characteristics of a public utility, 
which for his purposes he defines (p. 14) as ‘‘a business having certain eco- 
nomic characteristics, and one in which only those may engage who have 
been granted a franchise by the government (federal, state, or a department 

f the state).”” 

Apparently, however, the author means to include in his discussion gov- 
ernment owned and operated systems as well as those privately owned but 
publicly controlled, for he points out that from the standpoint of operation, 
the two would be similar in that either would permit the economic savings 

ich might arise from unified operation. Furthermore, chapter 7 is de- 
voted to a discussion of public ownership and the legal and economic prob- 
lems involved in that approach. 

Part II (chapters 3, 4, and 5) deals with the costs of milk distribution 
and the possibilities through unification of a distribution system. This sec- 
tion is of particular interest because it uses cost data collected from a group 

f Wisconsin milk companies covering an eleven-year period as a means 
of ascertaining what gains may be expected of a unified system. 

Parts III and IV deal respectively with “Legal considerations of con- 
trol,” and “Methods and difficulties of regulation.”” The three chapters 
here included will appeal particularly to administrators and legislators. 
Part V, “Economic effects of regulation,” answers the question, “what 
groups would gain under a unified distribution system?” 

The author points out that while no positive and final answer can be 
“iven, “it would, however, seem clear that the short-run effect will be to 

5 any savings resulting from a decrease of the distributors’ margins on 

) the consumer” (p. 173), who would probably be able to hold most of 

. As for producers, the bargaining position of those now well or- 
ganized might be reduced, although if a unified system decreased costs, it 
vould lead to increased fluid milk consumption and so would benefit pro- 
‘ucers. However, “the key question with regard to both producer and con- 
‘umer benefits depends largely upon whether the unified system would be 
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operated with the high efficiency which such a setup makes possible” (p. 
180). 

The author states his conclusions in cautious terms. The possible gain; 
from an efficiently operated unified system under conditions similar to 
those in the markets studied should be something like 114 to 21, cents per 
quart. But this assumes management with prudence, honesty, efficiency. 
and freedom from political influence. He frankly recognizes that there wil] 
be opposition from present distributors, laborers associated with them wh; 
might lose some of their present bargaining power, and some producer 
groups. In spite of relatively modest prospective gains and considerable 
difficulties, he would like to see a few cities try the experiment. 

The book represents a careful job of a sort that is headed directly at 
problem. Its brevity increases the likelihood of a wide reading. At the same 
time, its brevity may have restricted analysis or perspective. For example 
the historical sketch leaves one with the idea that proposals for making milk 
distribution a public utility grew out of the failure of the recently estab 
lished control boards. As a matter of fact, the present reviewer, writing on 
the subject in 1920, found a dozen or more similar proposals in as many 
cities between 1914 and 1919. 

H. E. ERDMAN 

University of California 
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pject of the fourth is the present position of the rural handicrafts.” 

[hough the contents consist mainly of brief research studies, the book gives 


a surprisingly deep insight into the critical agrarian problems of China, and so 


v reHect: 


y reflection into the disordered economic foundations of Chinese civilization. 


_ book will also call to the attention of American scholars the fact that 


hina is raising a numerous body of competent young economists who are not 
y engaged in broad programs of research but are intelligently applying their 


to interpretation of China’s social crisis and to search for the means 
improvement, 


i credit in Germany, (Washington: Farm Credit Admin. 1940. Pp. 
15c.) 
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consequences. (Mexico City: Govt. of Mexico. 1940. Pp. lii, 881.) ' 
Exhaustive analysis of Mexico's policy. 
Minerals yearbook, 1940. (Washington: Supt. Docs. 1940. Pp. x, 1514. $2.) 
Report of the Secretary of Agriculture, 1940. (Washington: Supt. Docs. 19409, 
Pp. iv, 184.) 


Manufacturing Industries 


The Economic History of Steelmaking, 1867-1939: A Study in Com peti- 
tion. By D. L. Burn. (New York: Macmillan. Cambridge, England: 
Univ. Press. 1940. Pp. x, 548. $6.50.) 

For the American reader the subtitle of this book, “A study in compe- 
tition,’’ is misleading. The competition which Mr. Burn uses as the central 
theme for his scholarly history of the British iron and steel industry is 
foreign competition. Hence there is brought together in this volume a dis- 
cussion of the economic development of the steel industry in the United 
States and on the Continent as well as in England. Analysis of the relation 
ship between the internal competitive situation of the industry and success. 
ful penetration of foreign markets is not, however, neglected. In fact, for 
the economist the most interesting chapters are those which deal with the JR 
structure of the English industry in contrast to the pattern of development 7 
of the steel industry in Europe and in the United States. S| 

Mr. Burn treats his thesis chronologically but divides the volume int 
three books to give proper emphasis to changes in economic policy and 7 
developments in the British industry. The fact that such arrangements of Jy 
subject matter did not facilitate the task of making valid comparisons with 
developments abroad was probably recognized by the author. 

In general Mr. Burn is critical of the British steelmakers for their refusal 
until the 1930’s to attempt to gain the benefits of rationalization which h¢ 
identifies in several passages with “horizontal amalgamation.” Consider 
able emphasis is given to the large number of small non-integrated or 
imperfectly integrated concerns in comparison with the small number 0! 
large integrated steel producers found in Germany and the United States 
This failure to copy the structure of the American steel industry impresses 
Mr. Burn as the principal cause of the competitive weakness of the Britisi 
steel industry in world markets. It is unfortunate that in his discussion 0! 
the steel industry during the decade of the 1930's, Mr. Burn had to admit 
that he ‘was insufficiently in touch with the most recent developments 
overseas to write of them in detail.” At least he would have sensed a grow 
ing doubt on the part of some economists that a “fewness of numbers | 


| 
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the steel industry is an unmitigated economic blessing. Perhaps it is perti- 
sent to add that economists here who would find a solution to our own 
difficulties by greatly increasing the number of competitive concerns should 
read this treatise on the development of the steel industry in Great Britain. 

In the final chapters of his book Mr. Burn presents a most informative 
ind stimulating discussion of the functioning of the industry under the 
British Iron and Steel Federation with its independent chairman. Despite 

lifications in policies and procedures caused by the war, this experi- 
t in industrial self-government by a great industry can be studied with 


profit whether or not one agrees with Mr. Burn’s sympathy with its objec- 
tives and his criticisms of its operation. 

Mr. Burn has succeeded in writing a comprehensive, well documented 
nd thoroughly scholarly history of steelmaking in Great Britain. His in- 
rpretations of the economic developments which he so ably records may 

| provoke dissent from those economists who are less certain than Mr. 

Burn that rationalization, even under government supervision, is the pana- 
ea for unprofitable industry. 
SAMUEL SOMMERVILLE STRATTON 

Harvard University 


NEW BOOKS 


BinwELL, P. W. If war comes ... mobilizing machines and men. Pamphl. no. 48. 
(New York: Public Affairs Committee. 1940. Pp. 32. 10c.) 

FABRICANT, S., with the assistance of SHISKIN, J. The output of manufacturing 

lustries, 1899-1937. (New York: Nat. Bur. of Econ. Research. 1940. Pp. 
685. $4.50.) 

ParaDIso, L. J. Capital requirements: a study in methods as applied to the iron 
ind steel industry (computed as of 1939). (Washington: Nat. Resources Plan- 
ning Board. 1940. Pp. v, 54. 20c.) 

il facts and figures: annual statistics of the American chemical industry. 

_ (Washington: Manufacturing Chemists’ Assoc. 1940. Pp. iii, 219.) 
mmodities in industry: the 1940 commodity year book. (New York: Com- 

lity Research Bur. 1940. Pp. 708. $7.50.) 
In these troubled times, thoughts concerning essential commodities some- 
reflect panic with resulting chaos in the commodity market. The sound, 
tional discussion of war and commodities which introduces this book is 
retore significant. Other factors of general importance which are discussed 
| introduction to the study of specific commodities include: “Trends in 
per capita commodity consumption ;” “Are synthetics replacing raw material 
ndustry?” “Weather forecasting ;” and “Weights, measures and conversion 
In iddition to information gathered from readily available sources, useful 
‘erial has been secured through the codperation of trade associations and 
arge individual industrial enterprises. The statistical information presented 
‘s rendered more valuable with a step-by-step description of the methods 


whereby each of the 75 raw materials is converted to its finished form. In 
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most cases time series covering the last ten years and treating production, 
sales, inventories and prices are provided for the United States and, where 
foreign trade is important, for a ieciad list of other countries. 

GERALD B. TALLMAN 


Transportation and Communication 


The Road and Rail Transport Problem. By OSBORNE MANCE. (New York: 
Pitman. 1940. Pp. xiv, 166. $3.00.) 

Relatively little fundamental thinking has been done as to the division 
of function between rail and highway carriers. Although conditions are 
somewhat different in Great Britain as compared with the United States 
because of the far-reaching consolidation of railroads throughout Great 
Britain, the proper distribution of traffic between these two types of car- 
riers is an acute problem in both countries. The possible systems which 
may be applied to the relationship between rail and highway transport are 
reduced to the following alternative solutions: (a) unrestricted competi- 
tion; (b) combined monopoly of road and rail transport; (c) codrdina- 
tion of competing monopolies; (d) controlled competition between road 
and rail; and (e) a combination of some of the foregoing. 

The criterion of a solution is necessarily the public interest. The Royal 
Commission on Transport referred to the objective of road and rail codrdi- 
nation as ‘‘a state of affairs . . . whereby every passenger who traveled 
and every ounce of goods was consigned by the most economic route and 
form of transport.” Unrestricted competition which involves complete 
freedom to both rail and road transport as regards rates and service would 
unquestionably weaken the financial stability of transportation agencies 
and would sooner or later affect to the detriment of the public interest the 
efficiency of the service. A combined monopoly of road and rail transport 
is questioned because it would tend toward the loss of incentive to progress 
and would require strong safeguards so as not to subordinate unduly road 
transport to railway influence. It would also involve an increase of state 
interference in matters of transport. . 

England is following in general the policy which has been established 
in the United States—that of controlled competition. This is easier to ac 
complish in England, however, because the central government has com 
plete jurisdiction over both rail and road carriers. In this country that juts: 
diction, especially over highway carriers, is divided between Washington 
and the several states. The author believes that in order to make such 1 
scheme of control function properly there must be some form of monopoly 
in each of the two fields of transport. In the field of road transport there 
may have to be established an association which will be responsible for the 
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individual operators. It is obvious that the final solution as to the relations 
of road and rail has not yet been discovered. The objective has to be de- 
termined and the procedure of attaining this objective must be gradually 
worked out. 
HENRY R. TRUMBOWER 
University of Wisconsin 


NEW BOOKS 


HeTTINGER, H. S. editor. New horizons in radio. Annals, vol. 213. (Philadelphia: 
Am. Acad. of Pol. and Soc. Sci. 1941. Pp. ix, 253. $2.) 
DaccETT, S. Principles of inland transportation. 3rd ed, (New York: Harper. 
1941. Pp. xxv, 906. $4.) 
igation of railroads, holding companies, and affiliated companies: addi- 
nal report of the Committee on Interstate Commerce pursuant to S. Res. 71 
th Congress), resolution authorizing investigation of interstate railroads 
| affiliates with respect to financing, reorganizations, mergers, and certain 
her matters. Chicago, Milwaukee and St. Paul Railway Company, 1925-1928 
vership and reorganization. Parts 18-21. (Washington: Supt. Docs. 1940. 
23; 23; 22; 22. 5c., each part.) 


Trade, Commerce, and Commercial Crises 


The Reconstruction of World Trade. By J. B. CONDLIFFE. (New York: 
Norton. 1940. Pp. 427. $3.75.) 


This survey of international economic relations is based upon studies 
undertaken in preparation for a conference on “Economic Policies in Rela- 
tion to World Peace” which was to have met at Bergen on August 27, 
1939. But the survey is not confined to the conference materials and is “‘es- 

ily a personal interpretation.” The volume falls into three parts. The 

first analyzes the restrictive policies which led to the breakdown of the in- 

nal trading system after 1931; the second examines the transforma- 

of these policies from instruments of defense against depression into 

sive weapons in the hands of aggressive states; the third surveys the 

lifficulties which must be faced in the reconstruction of world trade after 
the present war. 

The author decides that the type of international reconstruction at- 
tempted after the last war was based upon a false assumption, the assump- 

n that a world of independent sovereign states great and small would be 
able to find means of reconciling the principle of nationality with the neces- 
sity of world-wide specialization and exchange. Nationalism expressed 

gh tariff barriers, import quotas, exchange controls, clearing agree- 
ts and other restrictive measures effectively wrecked the international 
ing system. There is little hope that these nations will be able to restore 
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the commercial relations which prevailed during the latter part of the 
nineteenth and the beginning of the twentieth centuries. The trend toward 
state control of economic life will frustrate all efforts to reconstruct the 
system on the pre-war model. What is more likely to happen, according 
to the author, is the disappearance of economically independent nations 
and the formation of great regional blocs dominated by the monetary policies 
of powerful states. He foresees the emergence of metropolitan regions 
surrounded by satellite areas enjoying varying degrees of political autonom; 
but essentially dependent upon the financial, monetary, and economic 
strength of the dominant power. 

In such a world, what are the conditions necessary to the restoration of 
multilateral trading? There are six principal conditions. The first is the 
failure of Germany to win the present war. A German victory will lead 
to the formation of autarchic empires whose economic and political rivalry 
will lay the foundations of ever more devasting wars, The second condition 
is the willingness of the British Commonwealth to give up the immediate 
strategic and economic advantages of victory for the larger security and 
opportunity of participation in a world exchange economy. The third is 
the willingness of the United States to take a large share of permanent re- 
sponsibility for the maintenance of economic world order. The fourth con- 
dition is that the dominant powers which will emerge after the war shall 
be willing to abandon government operation of economic activity. Mr 
Condliffe believes that centralized quantitative control of international 
trade is incompatible with the development of international economic co- 
operation. Such coéperation, indeed, is the fifth condition necessary to the 
restoration of multilateral trade. In the latter part of the book there is : 
brief discussion of the lines along which codperative action might be de 
veloped; and emphasis is laid upon the necessity of collaboration for the 
stabilization of exchange rates. The sixth condition is the attainment of some 
kind of world peace organization. ‘Moreover, no system of economic of 
financial codperation can be effective for long unless it is firmly based on 
political security, which means collective security. In assuring collective 
security, the United States must assume a large share of responsibility and 
make far-reaching political and military commitments. It is simply u0- 
realistic to blink this fact’ (p. 394). 

This is a useful book. The reviewer finds little ground for criticism i9 
the analysis of the effects of the restrictive policies of recent years. As t¢ 
the future, the author’s prognosis seems at least as reasonable as any other 
Some of Mr. Condliffe’s views may not find universal acceptance; for 
example, his opinion as to the impracticability of monetary nationalism is 
the form of flexible exchange rates, and his view that quantitative control 
are incompatible with multilateral trade. But his main thesis that inter 
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tional commerce cannot be revived in a world divided by political animosi- 
will meet with general agreement.. 
RALPH E, FREEMAN 


Massachusetts Institute of Technology 


National Welfare and Business Stability: The Permanent Functions of 
Public Spending. By JOHN BauER. (New York: Harper. 1940. Pp. 
xi, 182. $2.00.) 

This book represents a popular plea for compensatory spending as a 
method of achieving full employment and maintaining economic stability. 
As such it presents, in an interesting non-technical manner, the now well 
known material which has grown out of the depression and the New Deal 

npts to achieve recovery. The author rightly emphasizes fiscal rather 

than monetary policy as the more efficacious means of promoting recovery. 
He endorses public spending but believes the amounts expended have been 
mall. He pleads for a system of governmental accounting which will 
distinguish capital expenditures from current operating costs. The proper 
tions of private enterprise and of government production are distin- 
shed and criteria established for determining which needs of society 

ld be met by the price-enterprise method and which needs by the tax- 
overnment method. Bauer argues effectively that government spending 
its | P roper field is as productive as private spending in its field and mini- 
mizes fear of an increase in public debt. 

He expresses the conviction that a program of public spending to bal- 
ance private spending is not only feasible in a capitalistic democratic sys- 
tem but is necessary if democracy and free enterprise are to be saved. The 

roblem of financing public expenditures is dismissed with little analysis 
in the author’s opinion, the attainment of permanent stability and 
empl yyment would eliminate the need for continuing deficits. The 

k closes with an appeal to all the important elements in the economy— 

ness, " fabee and agriculture—to codperate in their own interest and 

n the adoption of his program. An appendix contains a draft of ‘The 
ional Development act,”” the enactment of which, in Bauer’s view, will 
ng about the desired stability and full employment. 

For the layman, this book is useful in helping him to see through the 

litional arguments offered for the return to the “good old days’’ when 
overnment assumed little responsibility for economic affairs. For the pro- 

nal economist, however, this book makes no new contribution to the 

t. In fact, it repeats some of the misconceptions and faulty theorizing 
juently encountered in discussions of public spending. The difficulties 
vols ved in the timing and direction and the shifts in direction of public 
g are ignored. Too great a faith is pinned on the stabilizing possi- 
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bilities of government spending. As government expenditures increase in 
importance, any significant change in volume or in direction will affe¢ 
profit anticipations and make difficult the nice balancing of public and 
private expenditures envisioned by Bauer. Full employment brought abou 
by public spending does not in itself imply stability; nonfiscal measures 
such as price and inventory controls, may be required for stabilization, 

CORRINGTON 


Washington, D.C. 


NEW BOOKS 


BENHAM, F. Great Britain under protection. (New York: Macmillan. 1941. Pp 
xvi, 271. $2.50.) 

BONNELL, A. T. German control over international economic relations, 1930. 
1940. Stud. in the soc. sci., vol. xxvi, no. 1. (Urbana: Univ. of Illinois Press 
1940. Pp. 167. $2.) 

BUCHNER, R. Einzelhandel und Mittelstandspolitik. (Ziirich: Schulthess. 1940 
Pp. 91. Fr. 2.85.) 

This little monograph is concerned with the problem of the small, in- 
dependent enterprise in retail trade. The author approaches the subjec 
historically minded in the spirit that no one form of enterprise is absolutely 
and uniquely desirable, buc that changing social needs require changing retail 
methods. The statistical material concerning developments in Switzerland leads 
him to reject the contention that unaided small business cannot compete with 
large-scale, capitalistic enterprise. Where intelligently managed, and where 
taking advantage of codperative and other forms of private organization, he 
claims, small business in retail trade does hold its own. Further on he surveys 
various governmental policies regulating retail trade, im particular special 
taxes and restricted permits for department and chain stores in France, Ger. 
many, and Switzerland. He finds that in these measures fiscal and socio- 
political aims are often at pron and altogether favors instead self- 
help through codperation between the private organizations of retail traders, 
big and small—a somewhat anachronistic suggestion, it seems, to come at this 
time out of totalitarianized Middle-Europe. Appended are comprehensive 
bibliographies in French, German, English, and Italian, and nine tables, six 
concerning developments in retail trade in Switzerland, and three showing 


results of retail-trade taxation in France and Germany. 
JOHN V. SPIELMANS 


DiETRICH, E. B. Far Eastern trade of the United States. (New York: Inst. of 
Pacific Relations. 1940. Pp. xii, 116. $1.) 
GILBERT, M., DICKENS, P. D. and others. Export prices and expert cartels (W edv- 

Pomerene Associations ). Investigation of concentration of econ. power monog 
no. 6. (Washington: Temporary Nat. Econ. Committee. 1940. Pp. xiii, 310.) 
HAIGHT, F. A. A history of French commercial policies. (New York: Macmillan 
1941. Pp. xvii, 285. $2.50.) 
Spurr, W. A. Seasonal variations in Nebraska business. Nebraska stud. in bus 
no. 47. (Lincoln: Univ. of Nebraska Coll. of Bus. Admin. 1940. Pp. 1v, * 
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Twelfth Boston conference on distribution, 1940: a national forum for problems 
listribution, (Boston: Boston Chamber of Commerce. 1940. Pp. 103. 


Approximately 30 brief addresses covering trade practices, new processes, 
orice behavior, fashions, and the government and business. 


price 


Accounting, Business Methods, Investments, 
and the Exchanges 


NEW BOOKS 
ALEXANDER, R. S., SURFACE, F. M., ELDER, R. F. and ALDERSON, W. Marketing. 
(Boston: Ginn. 1940. Pp. vi, 794. $4.) 


The original plan of the authors to fuse actual business observations and 
experiences with academic findings and theories partially failed to materialize. 
But Professor Alexander, in his difficult assignment of completing and editing 
the manuscript, has produced a lucid, descriptive book. This text emphasizes 
structural forms of organization and operating techniques in its analysis of 
narkets. The historical background of trade is by contrast minimized, and 

y brief statements of theory are presented on the moot questions pertaining 
to needed reforms, trends in institutional development, and fundamental eco- 
1omic doctrines affecting market distribution. 

A few chapters are stuffy with not too useful statistics. Chapter 13 cannot 

onsidered authoritative in the treatment of the principles of codperative 
rganizations. There is an excellent bibliography, but the index is rather brief. 
For the convenience of some teachers, there are listed, by chapters, 55 pages of 


positions, exercises yet we omy Many teachers will discover in this book 


1 excellent reference, an 
semester course. 


others an elementary text well suited to a one- 


HENRY H. BAKKEN 


BABSON, R. W. Business barometers and investment. (New York: Harper. 1940. 
Pp. xii, 270. $3.) 
Combines the essentials of two of the author's previous volumes: Business 
Barometers and Investment Fundamentals. 


‘ER, C. W. and ANSHEN, M. Modern marketing. (New York: McGraw- 
Hill. 1939. Pp. viii, 326. $2.75) 

Che reason that the authors give for ‘‘one more book on marketing” (p. v) 
is that they have found it expedient to develop a new approach to the Bb tes 
[his approach constitutes a presentation of the why of marketing procedure, 
not the what nor the how. The volume gives particular attention to the general 
theory of marketing with little illustrative and factual material. 

[he book is divided into four parts. Part 1 (34 pages) deals with the 

nomic importance of marketing and the position of the consumer. Part 2 
(120 pages) describes the channels of distribution, marketing institutions, and 
their operations as they might look if treated as a continuous process. Part 3 
(/> pages) presents a cross-section of marketing from a functional point of 
view, describing the specialized functions of selling and buying, transporta- 

on and storage, finance and risk. Part 4 (50-odd pages) contains a discussion 
of some basic marketing problems—price, competition, cost of marketing, and 
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the legal aspects. The final chapter, “Marketing: laws and men,” gives a good 
discussion of the legal framework of marketing. 

The book has the merit of a dynamic approach, treatment of developments 
under recent legislation, social viewpoint, a good theoretical presentation, and 
stimulating exposition. 


J. S. Rosinson 


BLANKERTZ, D. F. Marketing codperatives. (New York: Ronald. 1940. Pp 
502. $4.) 

Burt, F. A. American advertising agenctes. (New York: Harper. 1940. Pp. 292 
$3.) 


CAMPBELL, P. Consumer representation in the New Deal. (New York: Columbi; 


usiness mana gemen! 


(New York: Harper. 1940. Pp. 349. $3.50.) 
FICHTNER, C. C. editor. Faculty personnel: a directory of ihe instructional staf 
of the member schools, 1940, American Association of Collegiate School, 
Business. (Fayetteville, Ark.: Univ. of Arkansas. 1940. Pp. ii, 339. $3.) 
GRANGE, W. J. and Quart, J. Real estate. Rev. ed. (New York: Ronald. 194 

Pp. 557. $5.) 

HATFIELD, H. R., SANDERS, T. H. and BuRTON, N. L. Accounting principle 
and practices: an introductory course, (Boston: Ginn. 1940. Pp. vi, 599 
$3.75.) 

A group of eminent authors has prepared a new introductory text designed 
not only for students taking the first of a series of accounting courses, but 
for those taking only one year of accounting. The approach is the common 
one through the balance sheet. There are included over 100 pages of laboratory 
problems and two practice sets, as well as questions at the end of each chapter 
One chapter is devoted to business papers used in accounting. 


W. P. Fiske 


HAVEN, T. K. Investment banking under the Securities and Exchange Comm 
sion, Michigan bus. stud. vol. ix, no. 3. (Ann Arbor: Univ. of Michigan 
1940. Pp. 154. $1.) 

The underlying purpose of the author’s monograph is to see if the public: 
critical attitude toward investment banking is justified. To this end data mace 
available by the Securities and Exchange Commission, as well as other sources 
are examined. Inter alia, the author finds banking commissions to be in lise 
little abuse of options, and firm commitments to justify the same underwriting 
spread as best eftort commitments. 

Selling group commissions on the average are found to be 50 per cent 0! 
the total underwriting commission with variations due to various qualitie 
markets, etc. The rate of return on invested capital ($ per cent of invest: 
capital) indicates to the author that there is an inherent risk of loss, 4 (0% 
clusion paralleling the previous one that underwriting spreads are not ex 
sive. On the whole, direct negotiations are concluded to be as advantageo 
as competitive bidding in the marketing of securities, the reduction of (0% 
and the elimination of continuous relations between investment bankers a0: 


| 
Univ. Press. 1940. Pp. 298. $3.25.) 
CHILDS, J. F. and Wooppripce, F. A practical introduction to public ut 7} 
security analysts. (New York: Barron’s. 1940. Pp. 119. $1.50.) : 
Donce, C. J. and SULLIVAN, J. F. Estate administration and accounting. (Nw & 
York: Clark Boardman. 1940. Pp. 872. $8.) : 
FELDMAN, H. Stabilizing jobs and wages through better 
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corporate officers. Private placements are considered as a threat to the usual 
methods of investment banker distribution. 
The author suggests as devices for meeting public criticism the issuance 
of more complete information, the establishment of professional standards, 
\f-regulation of investment banking firms, minimizing of state Blue Sky law 
juirements, and a revision of the Securities and Exchange act to facilitate 


ORBA F. TRAYLOR 


HoacLAND, H. E. Real estate principles. (New York: McGraw-Hill. 1940. Pp. 
$4.) 
In this book, Professor Hoagland presents the latest developments in the 
le range of private practices, professional rules and government regulations 
t affect the real-estate business, in a manner not surpassed in its field for 
tic approach and clarity of expression. It is an excellent introductory text. 
he veteran real-estate appraiser, however, can most fully appreciate the good 
qualities of this volume. 
" Real-estate principles are derived from many of the social sciences, such 
the geography of city location, the sociology of urban growth, the law 
of real-estate titles and the economics of taxation and business cycles. At every 
turn there is the temptation to expand the legal, the geographic or the profes- 
sional real-estate phases of the subject. The author, however, has maintained 
an admirable balance. 
For the economist, this volume presents a series of illuminating market 
phenomena. The process of determining the value of any economic factor with 
ture income stream can be profitably examined from the point of view of 
real-estate appraisal. The new techniques of the Federal Housing Admin- 
ration, discussed by Professor Hoagland, reveal the numerous factors involved 
ating any specific residence. While the author is justly wary of devices 
luce the natural heterogeneity of real estate to precise mechanical units 
ognizes ample scope for the exercise of the art and the informed judg- 
ment of the skilled appraiser, real-estate valuators will find in the book many 
implicit appraisal rules and practices that have not hitherto appeared in books. 
They will also discover principles of economic theory and of business cycles 
hich have been sadly lacking in many of the appraisals of the late lamented 
eteen twenties. 
fessor Hoagland, out of the range of his broad and specialized experi- 
e as professor of real estate, an amateur operator and a member of the 
| Home Loan Bank Board, has produced that rarity, a textbook that 
tens the beginner and that advances the theory of the subject to its 
nd most improved form. 


HoMER Hoyt 


STER, R. B. and INGHRAM, H. A., editors. Corporate financial statements. 
ew York: Columbia Univ. Press. 1940. Pp. 185. $2.) 

GH, R. H. and SpRiEGEL, W. R. Industrial management. 3rd ed. (New 

Wiley. 1940. Pp. 677. $4.50.) 
. D., JR. Building cycles and the theory of investment. (Princeton: Prince- 
Press. 1940. Pp. xvi, 239. $2.50.) 
mong the data on the building industry included in Dr. Long’s book are: 
’ index of building in a sample of United States cities, 1868-1940; 
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yearly indexes from 1868 of detached dwellings, multi-family dwellings, pub 
building, private non-residential, and alterations; total residential and tox) 
non-residential back to 1856 on a yearly basis; number of families accomm, 
dated in 16 localities, yearly 1871 to 1935. The most important new inform, 
tion is on residential building and its divisions, because of the admimb}, 
breakdown presented and because the data are based on building peri 
which represent residential better than they do other divisions. The timin, 
of the various types of building are found to be quite similar over the log 
cycles, but residential is found to have much the widest amplitude. Reliance 
is placed not only on the indexes, but on the similarity of movement of th 
various cities included. 

The discussion of reasons for long cycles and similarity between them \ 
useful. Dr. Long has collated other opinions, and has offered fertile suggestiog 
and stimulating analytical solutions of his own. The long cycles are accounie! 
for largely by many of the forces usually accepted as responsible for the busines 
cycle. Central emphasis is placed on inducement to invest, which occupies » 
much attention in business-cycle analysis. The Keynes-Harrod terminology \ 
used throughout, and occasionally leads to obscurity. The elasticity concept j 
employed and measures are even attempted, although in the last analyi 
other forces are usually appealed to in explaining cyclical movements. Isolaticc 
of forces appears to be carried too far at times, as for example, when changs 
in interest rates are concluded to be relatively unimportant compared to change 
in production costs, although the correlated movement of these two factos 
is of major importance. A great deal is made of the stability of depreciation 
charges, following Fabricant, although no mention is made of Vatter’s dit 
(Chicago Journal of Business, vol. 10, pp. 126-46) which appear to prove the 
opposite. 

The study would have been improved by more extensive comparisons wit 
other estimates. Long’s estimate of residential building (27-city series) show 
the following relative movement from 1915 to 1920: 100, 113, 50, i§ 
119, 84; while Chawner’s series (Domestic Commerce series no. 99, pp 
12, 18) for the same years shows a very different relative movement: 10 
120, 95, 73, 164, 164. The war period undoubtedly is a very difficult one t 
measure, and the reviewer does not infer that Long’s figures lack value. 0s 
the contrary, they represent an important contribution; but they must be us: 


with caution. 
ELMER Bratt 


McKEE, J. editor. Marketing organization and technique. (Toronto: Univ. ¢ 


$3.75.) 
MontcomeEny, R. H. Auditing theory and practice. 6th ed. (New York: Roni 


Public Affairs Press. 1940. Pp. 52. $1.) a! 
Rector, H. B. and RinckHorF, W. A. Modern foremanship and supervist 
under New Deal legislation, (Cincinnati: Law Research Serv. 1940. Fp. *” 
$4.50.) 
ROUSSILLE, G. V. What’s a good investment? (New York: Barron's. |” 
Pp. 107. $1.) 


4 

Toronto Press. $2.50.) 
MAYNARD, H. H., WEmDLER, W. C. and Burvey, O. E. An introduction ry 
business management. 3td ed. (New York: Ronald. 1941. Pp. xvu, > 5 
1940. Pp. viii, 692. $6.) ez a 
Munpny, M. E. Internal check and control for small companies. (Washingt § 

an 


March 


public 
1 tot 
mmo 
form. 
nirable 


“ounte 
USINES 
Ipies 
is 
ncept i 
analysis 
solation 
changes 
changes 

factors 
eciation 


dau 


rove the 


ns Wil 


) shows 


50, 19 
99, 


at: 10 


1941] Accounting, Business Methods, Investments, Exchanges 159 


saTTGasT, C. R. The administration of college and university endowments. (New 
York: Bur. of Pubs., Teachers Coll., Columbia Univ. 1940. Pp. 125.) 

In his highly interesting and timely contribution, Dr. Sattgast analyzes the 
pressing problem confronting the endowed colleges and universities today, 
and presents fundamental principles necessary for the proper administration 
and investment of funds. The material was secured from 45 American institu- 
tions selected to provide a representative sample, covering their portfolios for 
the years 1929, 1933, and 1936. 

It was found that a higher rate of income and a minimum amount of fluc- 
tuation in income were associated with colleges and universities having the 
following pattern in their investment operations: (1) investment committees 
made up of “‘specialists’’ in finance, as against laymen (the difference being a 
yield of 4.01 per cent as against 2.38 per cent) ; (2) facilities for doing invest- 
ment research; (3) funds in excess of $1,000,000; (4) classifiable as privately 
supported non-church related institutions; (5) funds managed by committees 
who maintain reserves against losses in principal; (6) endowment funds not 
used as collateral to secure loans; (7) portfolio properly diversified by giving 
careful consideration to quality, irrespective of the size of the fund. The 
analysis revealed a predominating trend toward a reduction in the percentage 
of bonds with an increase in the holdings of common stocks, with favorable 
results in significantly higher rates of income to institutions that followed this 
policy. The conclusion and recommendations of the author should be helpful 
to administrators of college endowments. 

The investment policy Dr. Sattgast suggests should also take into account 
the fact that interest rate fluctuations in the future will depend on the course 
of uncertainties which now hamper a normal revival of capital demand. Uni- 
versities and colleges, like other institutions, still hold a substantial volume 
of old securities bearing relatively high yields. As these mature or are called 
for repayment and are replaced by low-rate issues, the income problem will 
become acute. 

The uncertainties to be faced are numerous and serious: falling interest 
rates, defaults iti principal and interest, lack of new outlets for funds from 

tured or called bonds, new revenue legislation and the limit placed by the 
national government on tax-free gifts that may be made out of income. In 
deciding to divert funds from high-grade bonds into selected second-grade 
bonds and common stocks with earnings vitality and high excess profit tax 

xemption, the need for expert guidance and advice is obvious, as constant 
vigilance is vitally necessary for observation of growth indications, as well as 
or 4iming to buy on recessions. In view of all the uncertainties it is gratifying 
to have the problems presented clearly and thoroughly. The book should carry 
its important message to a wider audience of financial trustees. 

ROMAN S. GORSKI 
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Millinery Stabilization Commission, Inc.: second report, August 1st, 1937, 1 
December 31st, 1939. (New York: Millinery Stab. Comm. 1940. Pp, 19¢ 
mimeographed. ) 

National Association of Cost Accountants year book, 1940: proceedings of the 
twenty-first international cost conference, St, Louis, Missouri, June 23-27, 1940, 
(New York: Nat. Assoc. of Cost Accountants. 1940. Pp. iv, 372.) 


Capital and Capitalistic Organization 


The Bottlenecks of Business. By THURMAN W. ARNOLD. (New York 
Reynal and Hitchcock. 1940. Pp. xi, 335. $2.50.) 

In one of our journals of opinion an editorial reviewer voices the surprise 
which all must feel that this book could come from the same pen as Th 
Folklore of Capitalism. In the earlier work the author had been “cynical 
witty, detached, amused, and slightly bored, bored most of all with 
earnest reforming people.’ He had viewed the campaign against trusts 
“with a satirist’s eye,”’ as a futile crusade against one of society's numerous 
hypocrisies, deserving only of ridicule. Since then, it is said sarcastically, 
he has hit “the sawdust trail’’ and has become “evangelical” on behalf of 
the Sherman anti-trust act. 

Equal surprise was felt when the author was appointed as Assistant 
Attorney General in charge of the enforcement of the Act. That seemed 
to portend the scuttling of the policy of the Act, a prospect which evoked 
very diverse feelings. To those believing that the preservation of the com- 
petitive system is the “most forlorn of iost causes,” it “seemed a brain 
trust prank” with merely cynical implications. To others it was an occasion 
of national mourning. 

The present book evidences the falsity of both these predictions. The 
author has seen a great light on the road to Damascus. He now believes 
that the maintenance of a free economic system is a necessary condition for 
political freedom, and that the Sherman act is an efficient instrument t 
that end. He preaches the gospel of enforcement to consumers in support 
of the policy of the anti-trust laws. 

How is this remarkable change to be explained? One agreeing with the 
author's former (not with his later) view puts the matter thus: ‘The book: 
fervor illustrates one of the earlier Thurman Arnold’s favorite themes, the 
personality that institutions impress upon those called into their service. 
And again: “The institution, as Arnold would have predicted, proves 
bigger than the man.” But why were none of Mr. Arnold's sluggis 
predecessors so impressed by the “institution” that they were aroused 3s ' 
he to his present action? If his advent in Washington March 18, 19 
did not cause, it closely coincided with, a remarkabie change in the Depatt: 
ment of Justice from a policy of indifference to one of vigorous anti-tms 
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law enforcement. A different explanation of his conversion is called for; 
the man seems to have proved bigger than the institution. 

The Folklore of Capitalism, it is rumored, was scribbled as a jeu d’ esprit 
a scraps of paper when the author was traveling or waiting between trains. 
+ should be read as it was written, not ponderously, but with a saving 
sense of humor. Its author was not too well informed regarding actual 
monopolistic practices and problems, as often is the case with those who 
discuss the subject. Consequently, his plentiful wit and wisdom were not 
always unmixed with bits of irresponsible folly, as he now virtually 
confesses. 

When Mr. Arnold entered the Department of Justice, official Washing- 
ton was still suffering with the headache following the spree of the NRA, 
and had not yet found a remedy. A half-century of malpractice in the 
pretense of enforcing the anti-trust laws without economic counsel had 
been ended by the employment of economists who could tell ‘‘a hawk from 
, handsaw.” Not least important, three months after his arrival the Tem- 
porary National Economic Committee was created, June 16, 1938, and his 
first major task was to put his whole anti-trust law division to studying the 

inization and workings of our much bedeviled competitive system. 
sefore had there been at the command of anyone such a mass of 
nformation on the subject of monopoly and the bottlenecks of business. 
Mr. Arnold’s mental processes are not slow; he is honest—precious quali- 

s in his present office. His education therefore progressed apace. In a 
ew months he knew more about the real nature and possibilities of his 
job than he or his predecessors had ever dreamed of. He was not miracu- 

ly converted, he was rationally convinced. He came to scoff and he 


remained to pray. So, at least, it appears to detached observers in Wash- 


ngton. 


It is a puzzling question how an Assistant Attorney General seriously 
riving to enforce the anti-trust laws could have survived two years in the 
‘ctid atmosphere of special privilege which always hangs over the District 
‘ Columbia—and not less under the New Deal. Group pressures, increas- 
; through the years, have loaded our staggering capitalistic system 
nsibly one of free enterprise) with a crushing burden of subsidies, 
nties, and gifts, to tariff favorites, farmers, coal producers, sugar grow- 
silver miners, labor groups, and what not. Our national economic 
ystem is honeycombed with these monopolistic elements. In much of his 
“position the author leaves the impression that he is a thoroughgoing 
deral of the type of Adam Smith, opposed to all monopoly; but the reader 
on senses a difference. Adam Smith recognized the existence of monopoly 
resulting from the private seizure of power, but his main purpose was to 


“sttoy mercantilism, which was an aggregation of public grants of 


ly. Not so, Mr. Arnold. He strongly reverses the emphasis; he 
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ignores the public and assails only the private sources of monopoly. He se¢s 
that his only chance of being allowed to enforce the Sherman act is to dray, 
a sharp line between what he calls the private and “the public seizure of 
power over the market’’ (p. 97), and to leave the latter severely alone 
In principle, the public seizure of power is just as incompatible with his 
argument for free markets as is the private seizure, but he has found ap 
ingenious modus vivendi by which he may prosecute private monopoly 
and still live at peace with the other New Dealers. His practical philosophy 
is indicated by this comment: ‘Senators who fail to get elected cannot vote 
on any legislation at all’’ (p. 108). He even makes a virtue of muddle. 
headedness, saying: “In fact, economic theories are always a confusion of 
inconsistencies.” (What he manifestly means is that the behavior of prac- 
tical politicians is a “confusion of inconsistencies’ when guided only by 
political expediency and not by any clear economic theory.) Again te- 
verting to the cynical mood, he tries to justify his own policy in the 
present matter, while at the same time admonishing idealistic reformers that 
public seizures of power (New Deal bureaucracy?) should be accepted 
without protest or struggle “as one of the incidents” of ‘‘a democratic 
government.’ This seems to say that private monopoly is death to de- 
mocracy, but that grants of public monopoly to selfish groups whose votes 
are needed by the administration are democracy’s very life blood. 

Nevertheless we guiltily wish complete success to Mr. Arnold’s campaign 
of righteous duplicity. If he can succeed in defeating private seizures of 
power, there may be some hope of then curbing the equally vicious public 
seizures—and probably not till then. At present we are the victims of both, 
and the survival of a genuine capitalism becomes ever more precarious. 

All in ail, this is a very human and a very significant book. As a rallying 
cry to the consumers of the nation, it should have a wide influence. It i 
more than exhortation; it is filled with facts and illustrations of business 
practices and frustrations of fair competition little known to the public 
and to many students of economics. It might well, with certain cautions, 
be made required reading for anyone wishing to be informed, or assuming 
to have an opinion, on the merits of the Sherman act. 

FRANK ALBERT FETTER 


Princeton, New Jersey 


Wartime Control of Prices. By CHARLES O. Harpy. (Washington: Brook- 
ings Inst. 1940. Pp. x, 216. $1.00.) 

The volume is divided into two main parts together with an introductof) 
chapter which attempts to relate the issues of price control to the large 
problem of economic mobilization in a war-time program. Part 1 then 
attempts an analysis of the problems of “Price control in time of wa" 
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while Part 2 is a review and appraisal of ‘‘Price control in the United 
States during the World War.” 

The author states that rising prices during a war spring from two essen- 
tially different causes which need to be distinguished. First, there are 
specific price increases in particular commodities due to abnormally heavy 


crease in prices extending to all or nearly all commodities in greater or 
less degree and also to wages, rents, etc. This latter is the phenomenon 


iv 


} commonly known as inflation. 


The first of these causes, vz., price increases in specific commodities, 
requires some kind of direct or indirect control of prices or of the factors 
f demand and supply. Among these are such things as the codrdination of 
purchases of public or semi-public agencies, the stimulation of production 


} through negotiation with producer or through the fixing of guaranteed 


mum prices on margin, the fixation of prices either on the basis of 
ilk-line production or some other method, etc. These were the kinds of 
e control utilized during the World War by the War Industries Board, 

e Food Administration, the Fuel Administration, etc. The specific method 
f control has to vary according to the type of commodity, the character of 
production and distribution and the particular circumstances at the time. 
In this connection, Dr. Hardy devotes chapter 6 of his book to an exposi- 
ion of the proposal for a “price-ceiling’” advocated particularly by Mr. 


| Bernard Baruch in his book Taking the Profits Out of War and elsewhere. 


[he basic idea of this plan is to freeze all prices at the levels prevailing at 
utbreak of a war or at the average for some other definite period. 
nsaction at any higher level would be prohibited except as some price- 
trol authority might authorize increases for individual commodities. 
The reviewer agrees whole-heartedly with Dr. Hardy that such a plan 
ld prove to be wholly inadequate, unjust and impossible of administra- 
n the first place, it does not touch the real cause of inflationary price 
tease which it is obviously designed to control; second, it would result 
in serious dislocation of supply and demand and would prove to be im- 
ble to administer and enforce. 
second of the two general causes of war-time price rises is that of 
This, the author points out, involves an expansion of the total 
ncome of the nation without a corresponding increase in the volume 
production of consumable goods or services. Parenthetically, we might 
int out that exactly this is likely to happen in our present rearmament 
program w here a considerable proportion of our population will be engaged 
in producing war material which cannot be consumed by individuals. 
increased purchasing power by those engaged in this work will be used 
uy consumable goods and unless there is a corresponding increase in the 
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latter there will be increases in prices which as Dr. Hardy Points out js 
the essence of inflation. 

Dr. Hardy further points out that the proper control of inflation is for 
the government to finance the war or war preparation entirely out of 
taxation or by taxes and borrowing from current income (not bank loans). 
By these measures the 2uthor contends that the spendable income is reduced 
so that the extra demand for consumable goods is kept within bounds. 

Dr. Hardy also states that the proper measure of the government's credit 
and fiscal policy, if inflation is to be controlled, is not the size of the 
government deficit or the amount of the debt, but rather the movement of 
the price level particularly as measured by the cost-of-living index. 

In Part 2, Dr. Hardy gives a fair, although relatively brief, review and 
analysis of the World War price-control efforts. In this he recognizes that 
this was the first serious experiment in our history with centralized contro! 
of prices. It was inevitable that there should have been some mistakes and 
some experiments which later had to be changed. In general, however, the 
program worked satisfactorily and the experiences gained represented posi- 
tive contributions which, if a similar emergency should arise in the future, 
might well serve as a basic guide. 

The reviewer, having had some experience in the war-time agencies, 
believes that Dr. Hardy has not given sufficient weight in his appraisal to 
the contributions made by business executives who served during the World 
War emergency. Much of the success of the control by the Food Administra- 
tion and the Fuel Administration was due to the fact that the administration 
was by men who thoroughly understood the intricacies of the industries or 
trades they were administering. The success attained (which Dr. Hard; 
admits) would have been much less in the reviewer's opinion had th 
control been attempted by men with only theoretical training in our eco- 
nomic processes. 

FRANK M. SuRFAC! 

New York City 


The Economics of War. By Horst MENDERSHAUSEN. (New York: Pren- 
tice-Hall. 1940. Pp. xiv, 314. $2.75.) 

This timely book is primarily addressed to the general reader and t 
undergraduate students. Dr. Mendershausen combines the rare gilt 
lucid theoretical analysis with the ability of presenting the factual mate 
rial in an interesting manner. The book is divided in four parts: economic 
war potential, war economy, international economics of war, and post-wat 
economics. Certain matters of arrangement and detail are, of course, ope" 
to question. There is no discussion whatsoever of the economic causes 0! 
war. This omission, while justifiable on the grounds of logic, limits 
usefulness of the book for those who are convinced of the great educe 
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tional value of this aspect of the matter. There is also no discussion and, 
; it seems, no mention of the concept of total war. This want is not 


upon experiences and examples taken from the first World War. It must, 
however, be admitted that the general scepticism with reference to the 
tenability of projecting trends and tendencies of World War I has grown 
with the progress of World War II during the last few months, and the 

thor cannot be blamed for not having anticipated this development. 
Similar considerations apply to the discussion of the ways and means of 
g productive energies from production for civilian consumption to 
tion for the purpose of war. Here the author shows much sound 
and complete mastery of recent advances in economic theory. His 
with reference to the three wartime policies of borrowing, taxa- 
| regulation is as follows. There should be borrowing only as long 
is unemployment persists in the essential industries; but then it ought to 
be applicd. For the later stages of the war effort the author prefers “some 
reasonable system of outright taxation” combined with regulation, but 
to outline such a system, which would have to be both adequate and 
logically practicable. Since no such system seems to be in existence, 
lajor wars in recent history have been carried out by means of some 
e of inflation, a fact which might be deplorable but still is a fact. 
ever, the argument of the author is consistent, and he advocates the 
lishment of price controls “‘at the earliest possible moment and over 
le a field as is technically feasible.’ The price control is to be imple- 

| by a system of priorities and by rationing consumers’ goods. 

uuthor is aware of the disastrous course of post-war deflation, and 
s public works and the use of “effective machinery for the main- 
f full employment (monetary policy, public investments, or sub- 
zation of consumption,” p. 294). He also discusses the bearing of war 
‘nomics upon post-war economics (pp. 121 ff.), but does not develop a 
nancial war policy which would make it easier to cope with the post-war 


g the first text in the field of war economics, the book meets a rea 
be aa merits the attention of every teacher of economics. 
H. W. SPIEGEI.«. 


ne University 


of the American Economy. Part I. Basic Characteristics. 
Toward Full Use of Resources. (Washington: Supt. Docs. 
10. Pp. vii, 396; v, 48. $1.00; 15c.) 
report. prepared by the industrial section of the National Re- 
nittee under the direction of Gardiner C. Means, ‘‘an effort is 
ace to bring the major aspects of the national economy into focus so as to 
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emphasize the organic character of the process whereby the Nation’s re. 
sources are employed to provide useful commodities and services.” Afte, 
describing the structure of wants and the structure of resources, the report 
outlines the structure of production, first in terms of its geographic:| 
characteristics, then in terms of the functions performed, and finally in jt 
financial aspects. The last three chapters deal with the organizing influence 
that knit the parts of the structure together—the market mechanism, the 
price system, and various “nonmarket controls” such as corporate manage. 
ment, trade associations, and labor unions. Much of the material has bee, 
drawn from earlier publications of the National Resources Committee and 
other governmental bodies, as well as from the prior work of individya! 
members of the technical staff. 

The first part of the report is designed to supply the public with the 
background necessary to an understanding of the problem of unused tc. 
sources. Since it deals with the structural and not the operating character. 
istics of our economy, it does not provide a basis for conclusions as to what 
is wrong with the economic system, nor does it enable the reader to dis. 
cover what policies should be adopted to ensure full employment. But it 
does set forth in a clear and interesting fashion some of the more sig- 
nificant structural characteristics which must be taken into account in any 
analysis of the system. In marshalling the factual material, many tables 
charts and maps are used, not only throughout the body of the report 
but also in the appendices which comprise more than half the volum: 
The economist may use it as a convenient source of data, or as a valuable 
adjunct to teaching. The reviewer has introduced it with some success as 
background reading for students in elementary economics. 


The National Resources Committee, while preparing the first part of the 
report, became involved in questions that went beyond an analysis of the 
structure of our economy into the area of its operating characteristics. Som: 
of these questions are discussed in the second part. The principal contribu: 
tors are Mr. Gardiner C. Means, Mr. Mordecai Ezekiel, Professor J. M 
Clark and Professor Alvin H. Hansen. Mr. D. F. Montgomery in a shor 
paper suggests that other methods of analyzing structure should be added 
to those employed in the first part of the report. But even the principal 
contributions are brief. Part II is slight in comparison with Part I. 

Mr. Means discusses the three interrelated problems of full, balanced 
and efficient use of resources. After explaining why he believes that the 
problem of full employment is the most pressing one, he outlines various 
points of agreement and disagreement among those who are secking 4 
solution of this problem. Professor Clark lists a number of “indicated 
remedies” and points out that, though the government must assume a leat 
ing part in dealing with the under-utilization of resources, there may be: 
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sacticable limit set by the unfavorable reaction of public policies on private 
vestment. 
Pr fessor Hansen concentrates on prices, emphasizing the importance of 
e distinction between structural and cyclical flexibility. Cycle policy 
should seek to minimize price dispersion not by making rigid prices cycli- 
-ally flexible, but by preventing a decline of income and effective demand. 
To achieve this end, chief reliance must be placed on monetary and fiscal 
nolicies. Mr. Ezekiel presents a long-term program which includes a re- 
distribution of the national income, public investment in self-liquidating 
tivities, anti-trust action to restore competition in industries with a large 
mber of individual concerns, and economic planning in industries where 
‘ew large concerns dominate the market. 
RALPH E. FREEMAN 


husetts Institute of Technology 


vate Enterprise and Democracy. By CHARLES E. CARPENTER. (New 
York: Longmans Green. 1940. Pp. xii, 217. $2.50.) 
This is a lively “tract for the times.” The author, a professor of law in 
e University of Southern California, is better read in economics than 
most members of his profession. He believes that a positive program of 
liberal economic reform can be formulated and made effective in the United 
States through democratic processes, that this, in fact, must be done if we 
preserve the substance of democracy. Expressions like ‘free capi- 
alism,” “‘our laissez-faire economy,” and “legitimate individual liberty” 
re somewhat freely used without being very carefully defined. It is a bit 
startling to read (p. 18) that “our laissez-faire economy . . . has com- 
pletely broken down and business under its aegis has left one-third of the 
in people stranded without a livelihood.” Fortunately this kind of 
seness in thought and expression is not characteristic of the book. When 
ly gets into it one is rewarded with a lively and sometimes trenchant 
ysis of the defects in the American economic system, and ultimately 
th a series of interesting recommendations in the field of: public policy. 
author finds seven principal defects in our present system: (1) 
’’ due to gross inequality in the distribution of incomes; (2) 


versavin 
k of balance between industries; (3) inefficient and complicated cor- 
te organizations, management, and control; (4) industrial strife, 


ly a consequence of our “wage system’; (5) inflexible prices in some 


nced 
it the HB Ocustries and bitterly competitive prices in others; (6) inflexibility of 
arious bts, taxes, rent, and wages; (7) a faulty system of taxation in which 


the principal burden rests on consumer purchasing power thus tending to 
paralyze” exchange. 
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author is inclined to exaggerate the importance of the Brookings “qjs. 
covery” that capital growth in the United States has occurred not during 
periods of low consumption but rather when consumption has been high 
But it is greatly to his credit that he finds the remedy for “ Oversaving”’ to 
lie in converting the American economy to a higher consuming level rather 
than in the prevalent cart-before-the-horse remedy of trying to find “jp 
vestment outlets” (or “savings offsets’) through “restoration of private 
confidence,” public “investing,” etc. His own principal remedy is a drastic 
revision of our tax system. He would sweep away the numerous levies op 
consumption, placing the burden instead on incomes, inheritances, capital 
gains, and gifts. Stockholders’ shares in corporate incomes would be taxed 
to the stockholders, whether distributed or retained. Consequently cor 
porate incomes would not have to be taxed. 

Professor Carpenter does not, of course, contend that even radical t tax 
reform can remedy all the important defects he finds in our present system 
He, therefore, proposes the development of a new form of basiness or. 
ganization, a kind of super-codperative in which both profits and contro! 
are shared among employers, employees and consumers. In his enthusiastic 
discussion of this device and what it could do to promote industrial peace, 
price flexibility and expanded production he sometimes takes a great deal 
for granted. The paper device from the armchair becomes a bit too easily 
the actuality in the field. It is not always clear whether all parts of som 
industries are to take the new form, or merely a part of all (or most) 
industries is to be so organized, this part constituting a “yardstick” | 
birchrod!) for the remainder. Insufficient attention is given to the complex 
structures of industries, their marketing processes, and the interrelated 
effects of their price policies on volume of sales. (Incidentally students of 
the “organization and control of industry” should devote at least some of 
their time every now and then to trying to formulate a precise definition 
of what they mean by ‘‘an industry.””) Occasionally Professor Carpenter 
falls into the common error of assuming that there is a “cost of production 
for the efficient producer’ which can be accurately calculated, and which 
having been calculated, constitutes the ‘‘right’”” market price for an article 
or service (pp. 101, 109-10, 111, and 169). 

Despite such particular flaws in the author’s economic analysis it can 
still fairly be said that he has formulated a general program of economic 
reform which if backed in 1933 by the same tremendous energy and dri 
actually given to N.R.A. and price “reflation” might have accomplish 
something substantial and lasting in the way of liberal economic reform 
Its taxation reform proposals should still be pondered carefully in W ash- 
ington. 

Paut M. O'LEARY 


Cornell University 
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NEW BOOKS 


ANDERSON, B. M. Some essentials of an efficient preparedness programme— 
economics and politics; and value and price theory in relation to price-fixing 
and war finance. Address before California State Chamber of Commerce, Dec. 
6. 1940, and address before American Economic Association, Dec. 29, 1917. 
Econ. bull. vol. ii, mo. 2. (Los Angeles: Capital Research Co. 1940. Pp. 41.) 

BACKMAN, J. Wartime price control. Contemp. law pamph., ser. 4, no. 5. (New 
York: New York Univ. School of Law. 1940. Pp. 50.) 
carp, C. A. and SMITH, G. H. E. The Old Deal and the New. (New York: 

millan. 1940. Pp. 294. $2.) 

BerLe, A. A., JR. New directions in the new world. (New York: Harper. 1940. 
Pp. xi, 141. $2.) 

BerNays, E. L. Speak up for democracy: what you can do—a practical plan of 

n for every American citizen. (New York: Viking. 1940. Pp. xiv, 127. 

S 
oi SisTER M. T. The significance of a changing concept of ownership in 
cial and economic planning. A dissertation. (Washington: Catholic Univ. 

f America Press. 1940. Pp. x, 146.) 

Dimock, M. E. and Hype, H. K. Bureaucracy and trusteeship in large cor pora- 

Investigation of concentration of econ. power monog. no. 11. (Wash- 
ington: Temporary Nat. Econ. Committee. 1940. Pp. ix, 144.) 

Haase, H. J. The economic democracy. (New York: Orlin Tremaine. 1940. 

». 406. $2.25. 

HAMILTON, W. H. The pattern of competition. (New York: Columbia Univ. 
Press. 1940. Pp. vi, 106. $1.25.) 

This volume is one of a new series of lectures on the economics of public 
policy given at the summer session of Columbia University. The series is to 
provide distinguished scholars with ‘“‘an opportunity to summarize the recent 
work in their respective fields and relate this work to other phases of the 
social sciences.” Professor Hamilton does not attempt to summarize all of 
the recent materials in the field which may be roughly characterized as monopo- 

competition or industriai price policy, but rather confines himself to those 
sectors in which he himseif has made significant contributions. 

In the first of four chapters he holds up to scorn the theoretical economist’s 

Newtonian,” “‘mechanical” “dogma” of perfect competition as a rationaliza- 

tion of the dominant interests in the commonwealth. Here, the author is 

largely pushing against open doors. The second chapter attempts to portray 

he richness of variety of patterns which prevail in various industries—auto- 
le, cigarette, dress, cottonseed, gasoline, cinema, milk, glass, etc. Short 
ed summaries are given of case studies published in the author’s Prices 
Price Policies. 

To the professional economist the most interesting section is that dealing 
with the history of the anti-trust movement and with the difficulties, legal and 
otherwise, which confront the Antitrust Division of the Department of Justice. 
The poverty of the Division (until recently), the unwieldiness of the grand 

ry as an instrument of analysis, and the hampering effect of the judicial 


tual have each been important factors explaining the relatively unsuccessful 


history of anti-trust legislation. Improvement lies in the direction of the consent 
decree, advisory opinion, and the further development of the administrative 
rocess, with an independent industrial court of legal resort, subordinate only 


the United States Supreme Court, Even with these improvements it will 
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remain true that ‘‘the task of keeping industry the instrument of the commop. 
wealth is as arduous as it is everlasting.” 

Though Professor Hamilton envisages the possible need of removing some 
industries from the coverage of the anti-trust policy, he has abandoned the 
scepticism toward the general policy which he has in times past expressed, 
especially in Handler’s Symposium. 

PAUL A. SAMUELSON 


HAMILTON, W. and Titi, I. Antitrust in action. Investigation of concentration 
of econ. power monog. no. 16, (Washington: Temporary Nat. Econ. Com. 
mittee. 1940. Pp. vii, 146.) 

Hart, A. G. Economic policy for rearmament. Pub. policy pamph. no. 33. (Chi- 
cago: Univ. of Chicago Press. 1940. Pp. v, 36. 25c.) 

James, C. L., assisted by WELSH, E. C. and ARNSON, G. Industrial concenir; 
tion and tariffs. Investigation of concentration of econ. power monog. no 
10. (Washington: Temporary Nat. Econ. Committee. 1940. Pp. x, 326.) 

LENTZ, G. G. The enforcement of the orders of state public service commission 
Stud. in the soc. sci., vol. xxv, no. 3. (Urbana: Univ. of Illinois Press. 194 
Pp. 159. $2.) 

NELSON, S. and Keim, W. G. Price behavior and business policy. Investigation 
of concentration of econ. power monog. no. 1. (Washington: Temporary 
Nat. Econ. Committee. 1940. Pp. xxv, 419.) 

Pace, R. F. Security and recovery: a program for completing our defense prep- 
arations by making our economic system really work. (West Los Angeles 
Author, 11419 Rochester Ave. 1940. Pp. 28.) 

RosBINs, L. The economic causes of war. (New York: Macmillan. 1940. P; 
124. $1.35.) 

SCHARFF, M. R., and others. Depreciation of public utility property. (New York 
Burstein and Chappe. 1940. Pp. 326. $3.50.) 

SIMPSON, F. R. and ScHMuT, E. P., editors. Leading judicial interpretations on 
public utility regulation. (St. Louis: Swift. 1940. Pp. iti, 115.) 

Wuirte, C. H. Adjusted capitalism. (Boston: Christopher. 1940. Pp. 66. $1.25.) 

Economic mobilization. (Washington: Am. Council on Public Affairs. 194 
Pp. 43. 75c.) 

Chapters on ‘Financial aspects,” by H. S. Bloch; ‘Economic aspects,” bj 
Oscar Lange; ‘Industrial and labor aspects,” by F. H. Harbison; ‘The « 
look,” by H. G. Lewis. 


Labor and Labor Organizations 


Labor Problems. By Gorpon S. Watkins and Paut A. Dopp. 3rd ed 
(New York: Crowell. 1940. Pp. xiii, 1128. $3.75.) 

This volume, entitled a third edition, is in reality a complete rewriting 
of Dr. Watkins’ earlier Introduction to the Study of Labor Problems which 
appeared in 1922 and of his Labor Problems which appeared in 192) 
Dr. Dodd’s collaboration in this work begins with this edition. That there 
should have been such a complete overhauling rather than simply minc! 
amendments and additions was necessary because of the changes which 
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there have been in institutions, laws, and public interest since the second 
lition appeared eleven years ago. 

The new volume contains up-to-date statistical and factual material on 
| the subjects traditionally covered in a labor problems textbook. The 
volume is most readable and students using the text report their interest 
is maintained throughout. In this it makes marked advances over other cur- 
rent texts in the field which are weighted down with excessive amounts of 
statistical data and factual minutiae through which students find the going 
very SIOW. 

[he present edition employs that organization which is being used with 

‘easing frequency in labor problems texts today. It gives first a considera- 

n of the problems facing workers, then the approaches made to these 

blems by employees’ organizations, by employers and their organiza- 

finally, by society through the agency of government.* 

While this pattern has much to commend it, certain questions about it 

be raised from a pedagogical point of view. If the same pattern is 
followed in teaching a course, one must, for example, say in effect to a 
if students, ““We have now considered the social and economic 
problems connected with child labor; some weeks hence we shall consider 
what different legislative groups have done in an attempt to solve some of 
these problems. Then, a week or so after that, we shall consider what the 
urts have done with respect to these legislative efforts.’’ The instructor 
can, of course, assign for reading at one time all sections in the text 
relating to child labor, but if that is the best approach, one may ask why 
texts are not organized in that fashion in the first place. 

A few errors which appear to be of a typographical nature will un- 
loubtedly be corrected before another printing is made. One of the most 
rious of these (on p. 551) would give to the reader the impression that 
t was not until 1936 that John L. Lewis, Philip Murray, Sidney Hillman, 

thers became convinced that organization along industrial lines should 
be promoted. Since the C.I.O. was formed ir: November of 1935, after 

uch agitation for industrial organization in both the 1934 and 1935 

nventions of the A. F. of L., this slip is unfortunate. 

The section dealing with the employers’ approach to labor problems is 

siderably enlarged as, indeed, is the entire work. This section draws 
nsiderably on the material presented more fully in another excellent 
york by these two collaborators, The Management of Labor Relations 

McGraw-Hill, 1938). The chapters dealing with social insurance are also 

nsiderably expanded, and reflect Dr. Dodd’s interest and research in 
his field, particularly in health insurance. 


her texts using this same organization are Carroll R. Daugherty, Labor Problems 
n Indu try (Boston, Houghton Mifflin, 1938) and Stein, Davis and others, 
‘ems in America (New York, Farrar and Rinehart, 1940). 
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The revision gives to teachers and students of the subject a work which, 
in spite of the minor defects noted, supplies in a clear and unbiased fashion 
a broad familiarity with the various aspects of this controversial field. 

MoRrRISON HANDSAKER 


Occidental College 


NEW BOOKS 


BAKKE, E. W. Citizens without work: a study of the effects of unemploymen; 
upon workers’ social relations and practices. (New Haven: Yale Univ. oa 
for the Inst. of Human Relations. 1940. Pp. xi, 311. $3.) 

—— . The unemployed worker: a study of the task of making a li 
u itho out a 4 job. (New Haven: Yale Univ. Press for the Inst. of en} R 
lations. 1940. Pp. xvi, 465. $4.) 

Boone, G., McCANDLISH, N. and PHINIZzy, L. 
lottesville: Bur. of Pub. Admin. 1940. Pp. vi, oo $1.) 

Brown, D. V., DUNLOP, J. T., MARTIN, E. M., Myers, C. A. and BRowNEL! 
J. A. Industrial wage rates, labor costs and price policies. Investigation of con 
centration of econ. power monog. no. 5. (Washington: Temporary Nat 
Econ. Committee. 1940. Pp. xxvi, 172.) 

Dawson, M. Problems of workmen's compensation administration in the Un 
States and Canada. Bull. no. 672. (Washington: Supt. Docs. 1940. Pp. y 
229. 25c.) 

Dosss, F. Trade union problems. (New York: Pioneer Pubs. 1940. Pp 
10c.) 

GARMAN, P. L., and wre. Conciliation and coéperation in collective bargaining 
Personnel ser. no. 44. (New York: Am. Management Assoc. 1940. Pp. 48 ig 
75c.) 

HARRELL, W. Testing the abilities of textile workers. State Engineering Exp 
Station bull. vol. ii, no. 2. (Atlanta: Georgia School of Tech. 1940. Pp. 1 
HAWKINS, E. D. Dismissal compensation: voluntary and compulsory plans used 
2 the United States and abroad, (Princeton: Princeton Univ. Press. 1940. Pp 

xvii 390. $4.) 

Part 1 is devoted to company plans in the United States. Over 500 Amer 
can — have paid dismissal compensation on their own initiative at som 
period prior to January 1, 1940. Details are given about the plans of 32 
cerns, employing some two and a half million persons. Summary treatment 
devoted to such topics as reasons for adoption, types of plans, amount of com 
pensation, eligibility requirements, administrative problems, method of paj 
ment, and effects of the recent social security legislation. Provisions of select: 
plans may be found in appendix A of the book. The dismissal compensat 
program is critically analyzed. Limitations are revealed, for instance, inact 
quacy of payments and coverage. , 

Part 2 treats largely of trade-union activity in the United States and in i 
eign countries to secure dismissal compensation for members throu; gh v 
tary joint agreement. The strength of trade unionism abroad has meant 
the compensation plans are more likely to be the result of collective action 
‘or agreements than of company-initiated measures. About two- thirds of t 
American trade-union treatment concerns the 1936 Washington agreem 
between the standard railroad unions and the carriers—the first ‘sg 


SY 
\ 
\ 
\ 
{ 
* 
. 


Labor and Labor Organizations 173 


provide for dismissal and transfer compensation for an entire industry. De- 
tails of this agreement are contained in appendix B. 

Part 3 is headed “Compulsory plans.” Here may be found a summary of 

reign legislation in the field of dismissal compensation. Such laws in 
numerous countries play the major part which in the United States is taken 
by voluntary plans. At least 40 countries have passed laws, mainly since World 
War I, providing notice or compensation for workers. 

Dr. Hawkins thinks well of dismissal compensation plans, despite their 
inadequacies. He believes that intelligent use of these plans, although not 
a panacea, will do much to meet the problems conndinal with technological 
changes and post-war industrial dislocations. The book possesses high merit as 
a careful research report analyzing an extensive body of basic original data. 


JOsEPH M. O'LEARY 


KinsHBAUM, L. America’s labor dictators. (New York: Industrial Forum Pubs. 
). Pp. 158. $1.) 

C. A. Employment stabilization and the Wisconsin act. Employment 
rity mem. no. 10. (Washington: Social Security Board. 1940. Pp. viii, 
149.) 

PERLMAN, J. Hourly earnings of employees in large and small enterprises. In- 
stigation of concentration of econ. power monog. no. 14. (Washington: 
‘emporary Nat. Econ. Committee. 1940. Pp. xv, 94.) 

UEGEL, J. W. Wage determination. (Ann Arbor: Univ. of Michigan Press. 1940. 

Pp. 138. $1.) 

HALLCROSS, R. Should married women work? (New York: Public Affairs Com- 

t 1940. Pp. 31. 10c.) 

SLICHTER, S. H. Union policies and industrial management. Pub. no. 85. (Wash- 
Brookings Inst. 1941. Pp. xiv, 597. $3.50.) 
N, J. Labor in wartime. (New York: Internat. Pubs. 1940. Pp. 159. 
$1.50.) 

Study of policies during the first World War. 

Wieck, E. A. The American Miners’ Association: a record of the origin of coal 

miners’ unions in the United States. (New York: Russell Sage Found. 1940. 

0. $2.) 
commonwealth of Massachusetts: annual report of the Department of Labor and 

Industries for the year ending November 30, 1939. Pub. doc. no. 104. (Boston: 

State House. 1940. Pp. 170.) 

Handbook of federal labor legislation. Bull. 39, pt. 1. (Washington: U.S. Dept. 

t Labor. 1940. Pp. 86. 35c.) 

policy and defense production. Stud. in econ. of nat. defense no. 8. (New 
Nat. Industrial Conf. Board. 1940. Pp. 10.) 
ir organization in Canada: twenty-ninth annual report for the Calendar 
r 1939. (Ottawa: H. M. Stationery Office. 1940. Pp. 250. 50c.) 
i! Labor Relations act: hearings, 76th Cong., 2nd sess., pursuant to H. 
258 (76th Cong.), creating a select committee to investigate the National 
r Relations Board. Vols. 2, 4-12. (Washington: House Spec. Committee 
to Investigate NLRB. 1939; 1940. Vol. 2, 25c.; vols. 4-12, 20c. each.) 
‘tional Mediation Board: sixth annual report, including the report of the Na- 

onal Railroad Adjustment Board, for the fiscal year ended June 30, 1940. 
_ (Washington: Supt. Docs. 1940. Pp. v, 124. 15c.) 

‘oolems and policies in industrial relations in a war economy: selected references. 
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Suppl. Nov. 15, 1940. (Princeton: Princeton Univ. Industrial Rel. Sect. 1949. 


Pp. 11.) 
Rail ay Labor act and the National Mediation Board. (Washington: Nit. 


Mediation Board. 1940. Pp. 76. i5c.) ; 
Subject index of the library of Industrial Relations Section, Princeton Universit, 
Rev. Nov., 1940. (Princeton: Princeton Univ. Industrial Rel. Sect. 1940, Pp. 


44.) 


Union wages, hours, and working conditions in the building trades, June 1, 1939 
Bull. 674. (Washington: Bur. of Labor Statistics. 1940. Pp. 87. 15c.) 

Union wages, hours, and working conditions of motortruck drivers, June 1, 1939 
Bull. 676. (Washington: Bur. of Labor Statistics. 1940. Pp. 54. 10c.) 

Year-book of labour statistics. Sth yr. of issue. (Geneva and Washington: Inter. 


nat. Labour Office. 1940. Pp. viti, 175. $2.) 


Money, Prices, Credit, and Banking 


The International Gold Standard Reinterpreted, 1914-1934. By Wituiam 
ADAMS Brown, JR. Vols. I and II. (New York: Nat. Bur. of Econ. 
Res. 1940. Pp. xxx, 730; 731-1420. $12.00, two vols.) 

Now that the gold standard, even in name, has disappeared in all coun- 
tries of the world and serious doubts exist as to whether a return to a sound 
international currency system will be possible, the present volumes not only 
are timely but may be considered as the outstanding history of the operation 
of the gold standard in the post-war period. The two volumes are divided 
into four parts, namely, “Breakdown” (1914-1918); “Restoration” (1919 
i925); “Experimentation” (1925-1931), and finally, ‘Disintegration’ 
(1931-1934). 

In the first section, the author finds that not only did the war greatly 
undermine the position of London as an international financial center, but it 
brought about such great dislocations in international trade and the balance 
of payments of the individual countries that the gold standard really could 
not work. In discussing the collapse of the pre-war gold standard, the author 
makes the apt observation that what was destroyed in 1914 “was the high 
degree of centralization of the world’s credit system in London, which, 
in combination with the strong international creditor position of Great 
Britain, made the pre-war gold standard essentially a sterling exchange 
standard system.” 

The section dealing with the restoration of the gold standard reaches 
the sound conclusion that this restoration was merely a facade that masked 
the true nature of the economic problems. “It promised escape from radical 
economic readjustments by making hard and intractable problems appear 
transitory and transitional. It was a false sign post that made dangerous 
ways seem safe.” During the restoration period, the world at large was too 
much influenced by the habits and thoughts that prevailed before the wat, 
which ‘‘made it impossible for the stabilization problem to be conceived 
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erms of replacing an international convention that had become obsolete.” 
d the statesmen and leaders of finance during the early 1920's faced the 
mic and financial problems such as reparations and war debts, tariffs, 
uarely, the collapse of the international currency system and possibly 
Dre esent plight of the world could have been avoided. In spite of the 
seneral return to gold, the unsolved economic problems after the return 
were gener than those during the war. 
The most interesting part of the two volumes is embodied in book 3, 
ering the period of experimentation. The already existing data have 
carefully sifted, and a great deaj #f material not generally available 
5 or" brought together. The variou§ conflicts that developed during this 
| between London and New York, and London and Paris, are pre- 
sated n an impartial way. The author, however, is inclined to be a little 
nore lenient toward the effects of the wé'rld-wide introduction of the gold- 
reo standard than is usually the case. 
Part 4, “Disintegration,” pays a great deal of attention to the various 
foreign-exchange problems that have arisen and the policies adopted to deal 
h them. In this final section, the autho: *reaches the sound conclusion 
that the long-run objectives of the three currency policies which have re- 
ived so much attention in recent years—namely, internal monetary man- 
igement with fluctuating exchanges, the maintenance of fixed rates by an 
ternational gold standard, and exchange control—are identical in one 
nportant respect. ““All aim to achieve maximurn stability externally and 
etnally. If all major economic powers follow a policy of internal price 
stability, relatively stable exchange rates are both a consequence of that 
cy and an aid in its execution.’ 
The two volumes are an outstanding achievement and will be of great 
lue to “— student of currency. They ought to be of particular help to 
those who will be charged with the duty of restoring an international cur- 
fen y system in the future, for the careful study of these volumes will help 
void many pitfalls. The volumes not only make use of the exhaustive 
terature on the subject, but also contain much information received from 
aterviews with leading bankers and economists throughout the world. The 
sion dealing with techniques of the gold standard and credit and cur- 
rency policies followed by the individual countries is amply complete. Some, 
wever, may think that too little emphasis was placed on the disloca- 
ons of international trade and the balance of payments brought about by 
vat and the nationalistic policies adopted in the post-war period. Also, 
mewhat more attention could have been directed to the unsound inter- 
Nat tonal financial position of the United States, which has become the 
most international creditor nation of the world and yet refused to be 
1 {in the only way possible—namely, commodities. 
The book was finished after the outbreak of the Eu ropean war; and sound 
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judgment is evidenced by the author when he does not endeavor to discuss 
the possible rdle of gold in the period after the present war. Under present 
war conditions, such a discussion would be futile. 

MARCUS NADLER 


New York University 


Exchange Control in Central Europe. By Howaro S. ELLs. Harvard econ, 
stud. 69. (Cambridge, Mass.: Harvard Univ. Press. 1941. Pp. xiy, 
413. $4.00.) 

Few studies have appeared since the publication of Bresciani-Turroni’s 
Economics of Inflation that could be said to approach the standard set by 
that masterpiece of applied economic analysis. Professor Ellis’ Exchange 
Control emphatically is such a study. The choice of the countries analyzed 
was a happy one: in Part 1, Hungary serves as an example for the large 
number of control countries dependent on agricultural exports (chapter 3), 
Austria typifies the post-war European debtor country as well as serving as 
an example (alas the only one) of a gradual return to freedom in exchange 
transactions (chapter 2). In Part 2, Germany is shown to have used ex- 
change control as ‘‘a device by which a dictatorship achieves and continues 
to exercise control over the economic and political destinies of the popu- 
lace” (chapter 1). The theoretical analysis is concentrated at the beginning 
and the end of the descriptive bulk of the study. The introduction (Part |, 
chapter 1) contains a useful classifying note on causes and types of control 
systems, the conclusion (Part 2, chapter 2) some new material on the 
theoretical effects of bilateralism. 

The chief criticism that could be made of Professor Ellis’ study is one of 
form rather than of substance. Too often the reader finds himself over 
whelmed by a mass of factual detail whose relevance would have been 
brought into clearer relief had the author more frequently announced the 
broad trend of his theoretical reasoning. Concerning the substance, some 
will be reluctant to go the full length with Professor Ellis in condemning 
exchange control and exchange clearing. For example, is it not much more 
likely that without modification of control systems the volume of inter 
national trade would have come to an equilibrium at a lower level rather 
than falling to zero (page 18)? Second, the absence of a substantial 
improvement in Germany’s terms of trade during the period under con- 
sideration does not seem to rule out the possibility that in a later period 
her policy of bilateral monopolistic and monopsonistic exploitation maj 
have been more successful, nor does it show that such methods in general ate 
as incapable of practical success as the author appears to believe (pages 2 ll 
et seq.). Third, cannot a good word be said for clearings between contro! 
countries at the bottom of a depression when all are afraid to expan 
because of the threat of an adverse balance of payments? On the other 
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hand, Professor Ellis’ concentration on the existence of over-valuation in 
the control countries appears to have caused him to underrate the perpetu- 
tion of disequilibrium as the result of the measures themselves rather 
than outside changes, such as depreciation of free currencies. One need 
think only of an internal rise of prices caused by the expenditures of 
domestic hoards when the alternative of exporting such funds is no longer 
“For all those who are too easily impressed by the outward success of 

me of the new trading methods and who expect heaven on earth from 
the use of exchange controls and clearings, Professor Ellis’ study will be 
wholesome medicine. The author’s more than ordinary familiarity with the 
lomestic conditions of, and the specific psychological determinants opera- 
tive in, the countries chosen for analysis enabled him to impart a welcome 
realism to his findings. His scholarly analysis of concurrent international 
levelopments saved him from the temptation of attributing all relevant 
hanges in prices and production to the operation of exchange control. 

H. K. HEUSER 
letcher School of Law and Diplomacy 


Monetary Management under the New Deal: The Evolution of a Managed 
Currency System—lIts Problems and Results. By ARTHUR WHIPPLE 
CRAWFORD. (Washington: Am. Council on Pub. Affairs. 1940. Pp. x, 
382. $3.75.) 

This study gives an account of the monetary developments under the 
New Deal by one whose “first-hand knowledge of policies and actions in 
Washington was supplemented by attendance at the World Monetary and 
Economic Conference at London in 1933.” It is divided into three parts. 
In Part 1 the author gives a brief account of monetary trends during the 
Hoover administration, and of the way in which monetary issues were 


ndled during the Presidential campaign of 1932. In Part 2 he describes 


evolution of the various parts of the New Deal’s monetary program 
he impact of the economic and political pressures which were being 
pplied to the Roosevelt administration. In Part 3 he undertakes the task of 
‘ppraisal and judgment. In this part, attention is given to the problems 
‘ising from the division of monetary powers among the President, the 
‘reasury, and the federal reserve system, to the objectives of monetary 
‘icy and the instruments of monetary control, and to the problems of 
i silver, and exchange stabilization. 
the chief merit of the book lies, perhaps, in the author’s ability to place 
‘ié monetary developments of the New Deal in their proper political 
‘ting. In giving the reader a clear picture of the political background 
‘gainst which the drama of monetary evolution or revolution has been 
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‘yed during the past eight years, he has made a definite contribution to 
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our understanding of this period of monetary history. On the other hand 
its principal defect appears to be a lack of perspective in those chapters 
where the author attempts to appraise and evaluate the results of the Ney 
Deal's monetary program. 

In his discussion of the problems of monetary management, the autho; 
pays little attention to recent developments in monetary theory other than 
the price theories of Warren and Pearson. At one point (p. 235) he make; 
a casual reference to the fact that ‘‘deficit-financing has been regarded by a 
school of economists conspicuous in the New Deal as a highly desirable 
method of increasing the supply of credit and currency in actual use with ; 
view to promoting more favorable conditions for trade, industry, and agri- 
culture.” At another point (p. 231) it is mentioned that “in its easy mone; 
policies the administration has followed the theory of John Maynard 
Keynes, who holds that employment depends upon the amount of invest: 
ment and that this can be influenced by a low rate of interest or by govern 
ment spending.” This fleeting reference to the monetary theories of 
Mr. Keynes is especially surprising in view of the author’s conclusion that 
“the most distinctive achievement of monetary management under the New 
Deal undoubtedly is the establishment of an unprecedented condition of 
monetary ease’ (p. 350). 

The author is equally sparing in his references to the theory of central 
banking, which are almost exclusively confined to extracts taken either from 
the annual reports of the board of governors of the federal reserve system 
or from testimony offered at congressional hearings. There is, then, n 
adequate explanation of the rdéles which monetary and central banking 
policy might be expected to play in promoting economic stability. Hence 
it is difficult to see how the reader can be expected to reach any significant 
conclusions regarding the merits or defects of some of the most important 
parts of the New Deal’s monetary program. 

E. GORDON KEITH 


University of Pennsylvania 


Inflation and Revolution: Mexico’s Experience of 1912-1917. By Enwi 
WALTER KEMMERER. (Princeton: Princeton Univ. Press. 1940. Pp 
xiv, 173. $2.50.) 

This analysis deals not with the usual experience of an administration 
which, once started on a program of financing government expenditures 
through the printing press, runs the gamut of inflation. It is the stoy 
of monetary developments in a period of civil war in which the old govern: 
ment and various revolutionary factions issue “money,” one of these latter 
in the end winning control, throwing out all mediums of exchange but its 
own and then finding it impossible to continue its paper in circulation. The 
course of development is also interesting because Mexico, except + the 


. 
1 

+} 

4a 

f 

D 

T 
Na 


Larch 


ipters 
New 


uthor 
than 
makes 
1 by a 
rable 
with a 
agri- 
money 
ynard 
invest: 
overn 
ies of 
mn. that 


e New 


10n of 


central 
¢ from 
system 
en, 
anking 
Hence 
ificant 
orcant 


ITH 


But the 


ICS ar 


beginning of the revolution, could not temper the effects of the paper money 
issues re resort to floating domestic or foreign loans. 
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Almost the full range of currency expedients was retried in Mexico in 
twelve years ending in 1916. The gold standard, an incipient gold 


exchange standard, a dual gold and silver standard, a silver standard, 
jmmetallism, bank notes and a wide range of unredeemable govern- 
ment and private paper money issues had their day at different times and 
in different districts. 

The period of greatest monetary irregularities ran from the middle 
of 1913 to the end of 1916. In these years first gold vanished, then the 
pre-revolutionary bank note issues underwent rapid depreciation in value, 


wage silver pesos went out of circulation followed by fractional 
_ Huerta resorted to exploiting the banks to secure funds but was 


ible to finance the war. Carranza meanwhile was collecting what 
he could in areas under his control, taking over the local banks and issuing 
his own paper money. 

Capture of the capital by the Constitutionalists made the paper money 
of the opposition valueless but did not give the Carranza issues stability. 
An effort to that end and to bring order among the various Constitutionalist 
issues was made in the emission of new paper known as the infalsificables 


uncounterfeitables. These bills were introduced by exchanging them 


ed t 


returned to the gold basis. 


for previous issues and receiving them for taxes, at rates arbitrarily fixed. 
government proved unable to give the new paper a stable value. 
he new pesos sank so rapidly in value that the administration was forced 
to demand certain taxes in gold to keep going. The infalsificables presently 
) circulate and commerce fell to a barter basis. 

Then at the end of 1916 occurred a remarkable phenomenon. Within 
a few days commercial transactions, without action by the government, 
“The paper money died in its tracks and coins 
ime out of hoards to perform the task of carrying on the country’s mone- 


work.” Carranza was thus, through no effort of the public authorities, 


presented with conditions which allowed the formulation of a currency 


gram on a more conservative basis. To keep the record clear, the govern- 
t proceeded to “‘retire’” the infalsificables by requiring payment in them 


rtay 


un surtaxes. This expedient removed them as a part of the public 


without their formal repudiation. 


The nig part of the book reviews the effect of the confusion in the 
hange medium on the economic life of the republic. Satisfactory sta- 
eldom at hand for periods of economic confusion such as these, 
nd they were not available in this case. Dr. Kemmerer has succeeded 
evertheless in assembling materials which demonstrate again the highly 
neque tise in commodity prices which accompanies inflation, the lag 
in adjustment of wage levels, falling of tax yields and the difficulties of 
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adjustments in long-time contracts. These reviews make his volume , 
valuable case study of the far-reaching damage to economic life which 
accompanies increasing reliance on paper currencies. 

CHESTER LLOoyD Jones 


University of Wisconsin 


NEW BOOKS 


BRADFORD, F. A. The legal status of branch banking in the United States. (Ney 
York: Am. Economists Council for the Study of Branch Banking. 1940, Pp 
32. Gratis.) 

Coppock, J. D. Government agencies of consumer instalment credit. Stud. in 
consumer instal. finan., 5. (New York: Nat. Bur. of Econ. Research. 1940, Pp 
xxii, 216. $2.50.) 

DUNKMAN, W. E. Questions on money and banking. (New York: Columbi: 
Univ. Press. 1940. Pp. viii, 97. $1.) 

A useful list, compiled by a professor of economics at the University of 
Rochester. The questions are arranged under 28 topics. In the appendix is 
short list of essay topics. 


Foster, M. B. and Ropcers, R., editors. Money and banking. Rev. ed. (New 
York: Prentice-Hall. 1940. Pp. xviii, 733. $5, trade; $4, school.) 

Courses in money and banking are progressing toward a more vital study 

of finance as the counterpart of —— transportation and distribution— 


economic activities which have been studied largely without financial inter. 
pretation in the first course in economics. The concept that an understanding 
of the financial activity is a short cut to an orderly understanding of conditions 
in agriculture, industry and trade is relatively new. The textbook by Foster anc 
Rodgers has not wholly bridged the gap from the older, conventional course 
but in each chapter there are indications that the authors are aware that the 
course in money and banking is undergoing evolution. 

Few economists, however, realize the extent to which they have come to 
taik in a conventionalized language which fails to convey more than a modicut 
of meaning to the layman. Foster and Rodgers have written a text from which 
the student who lacks financial background may glean a fair understanding o! 
the financial world. It does not adequately introduce the types of financi 
statistics and charts which are used to gauge conditions in the country anc in 
the particular industries, or problem material wherewith to assess the effec 
of government financial policy. The authors have, however, broken away {rom 
the deadly precedents of the past, and they have written in a refreshing sty’ 


The book is typical of a period of transition. 
DONALD M. MARVIN 


Hates, C. A. The Baltimore Clearing House. (Baltimore: Johns Hopkins Press 
1940. Pp. xiii, 347. $3.) 

This study describes the Baltimore Clearing House as it is today and trace 
its history with the aid of the records and minutes of the Clearing House. Pro° 
lems of membership clearing for non-members, action during crises and Dank: 
ing regulations are treated. Special interest attaches to the detailed accoun! . 
the actions during financial crises, including a separate chapter on the banking 
crisis of 1933. There is also an account of the Baltimore plan for curt 
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reform and of the par collection controversy between the Federal Reserve 
Bank of Richmond and the North Carolina state banks. 

Though giving an adequate factual account of the Baltimore Clearing House, 
the book makes little effort to interpret the developments there in comparison 
with concurrent developments in other leading clearing houses. 

KENNETH LEWIs TREFFTZS 


HoLpeN, A. C. Money in motion: the social function of banking. (New York: 
Harper. 1940. Pp. vii, 242. $2.50.) 

HoLTHAUSEN, D. M., in collaboration with MERRIAM, M. L. and NUGENT, R. 
The volume of consumer instalment credit, 1929-38. Stud. in consumer instal. 
finan. 7. (New York: Nat. Bur. of Econ. Research. 1940. Pp. xix, 137. $1.50.) 


This is the seventh volume of the National Bureau of Economic Research 
na series financed by grants from the Association of Reserve City Bankers 
nd the Rockefeller Foundation. It presents estimates upon a monthly and 

on an annual basis of the amount of consumer instalment credit over the ten- 
ear period 1929 to 1938. Chapters are devoted to retail instalment credit, in- 

ling automobile dealers and various other sales agencies; and cash loan in- 
lment credit from various types of lending agencies. A final chapter gives 
estimates of the total of consumer instalment credit from all sources. Numerous 

ppendices are added to the text, perhaps the most interesting of which is a 

scription of the methods used in compiling the estimate together with an 
ippraisal of the limitations implicit in these methods. 

The authors show, to call attention to a few high-lights of the study, that 
instalment retail credit reached a peak in 1927 with an average outstanding of 
$2,641,300,000 and a total of $3,666,800,000 (p. 10). The year 1932 brought 
1 low point of $1,363,500,000. Total instalment credit reached a maximum in 

7 with $3,719,800,000 and a low point in 1933 with $1,511,200,000 

(p. 34). 

‘This statistical study throws a clearer light upon a segment of the economy 
which to date has been visualized inadequately and in so doing improves per- 
spective upon the contemporary economy. 

CLYDE OLIN FISHER 


st, C. History of monetary and credit theory from John Law to the present day. 
Translated by JANE DeGras. (New York: Macmillan. 1940. Pp. 442. $4.90.) 
AULNIER, R. J. Industrial banking companies and their credit practices. Stud. 
in consumer instal. financing, 4. (New York: Nat. Bur. of Econ. Research. 
1940. Pp. xxi, 192. $2.) 
STEWART, M. S. Credit unions—the people’s banks. Pamph. no. 50. (New York: 
Public Affairs Committee. 1940. Pp. 31. 10c.) 
STOKES, M. L. The Bank of Canole: the development and present position of 
ral banking in Canada. (Toronto: Macmillan. 1939. Pp. xii, 382. $4.) 
This study traces the six years of the life of the Bank of Canada through 
hree distinct stages—a period of private ownership, 1934-1936, a period when 
it was owned half publicly and half privately, though under government con- 
trol, 1936-1938, and the present status of complete government ownership and 
ontrol The account is factual and draws few conclusions of importance to the 
heory of central banking. 
_Deginning with a description of the pre-war monetary system of Canada, 
¢ book describes the two Finance acts, of 1914 and 1923, showing how as 
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a result of the latter Act the gold standard could not be maintained in 192g. 
1929, and also how the general collapse of world finance in 1931-1933 
emphasized the need for more centralized financial control in Canada. The book 
is particularly useful to the student in the United States because it includes 
much material not readily accessible elsewhere, including the text of the Bank 
of Canada act of 1934 and of the amendments of 1936 and 1938, excerpts 


from the Canada Gazette, and the by-laws of the Bank of Canada. 
KENNETH LEwIs TREFFTzs 


WALSH, J. J. Early banks in the District of Columbia, 1792-1818. A dissertation, 
(Washington: Catholic Univ. of America Press. 1940. Pp. viii, 183.) 

The author has given the factual history of the earliest commercial banks 
of the District, an area which at that time included Alexandria, Virginia. The 
details are relatively full for three of the thirteen institutions, none of which 
were of the wild-cat variety. Their experience helped to form precedents of 
organization and operation for the rapidly expanding system of chartered 
commercial banks. With few exceptions their capital subscriptions were wel! 
backed by specie, their note circulations were restrained, their services to the 
federal government were substantial. The study is a useful addition to the grow. 


ing historical knowledge of banking in the United States. 
V. J. Wyckorr 


WESTERFIELD, R. B. Selected bibliography of money, credit, banking and busin 
finance. (Cambridge: Bankers Pub. Co. 1940. Pp. 136. $1.50.) 

The books listed in this bibliography are arranged under 75 headings. For 
each book is given the author, title, date of publication and publisher. It con- 
tains an alphabetical list of authors with numerical references to all of their 
books listed and a list of the names and addresses of all publishers. At the 
end of each subject list is a blank space for pencilled notations of new books 


as they may appear. 


Woo .rson, A. P. M day: banking and finance. (Cambridge: Brady Pub. Corp 
Pp. 465. $2.50.) 

Il controllo dei cambi nei vari paesi. Quaderni ix. (Rome: Assoc. fra le So 
Italiane per Azioni. 1940. Pp. 144.) 

This is a useful summary of foreign-exchange control measures adopted in 
various countries since 1929. An introductory section outlines the motivation 
for and the diverse nature of the controls. There follow brief descriptions ot 
rneasures applied in each of 49 countries. The United States is not included 
The chief means are found to be: monopolization of foreign-exchange markets, 


influences on the supply of exchange, influences on the demand. 
CARL T. SCHMIDT 


Export-Import Bank of Washington: hearings, 76th Cong., 3rd sess., on H.R 
10212 superseded by H. R. 10361, to provide for increasing the lending 
authority of the Export-Import Bank of Washington, and for other purpose’ 
Aug. 6-14, 1940. (Washington: House Banking and Currency Committes. 
1940. Pp. 141. 15c.) : 

Money and banking, 1939-40. Vol. 1. Monetary review, (Geneva: League 0! 
Nations. New York: Columbia Univ. Press. 1940. Pp. 101. 75c.) 

This volume contains a description of the measures adopted by the govern- 
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s since September, 1939, to control the exchanges and to mobilize foreign 
assets, as well as a review of the part played by central and commercial banks 
in government financing. As sak there is an accurate and complete summary 
of the monetary policy of the United States ; of special interest is the information 
on capital movements and on the fluctuations in prices of government bonds. 

J. C. Rocca 


nth census of United States, 1940: sales-finance companies and banks’ 

dings of retail installment paper, with supplemental data on other types of 
umer indebtedness, (Washington: Census Bur. 1940. Pp. 56. 10c.) 

‘mall loan laws of the United States. 3rd ed. Pamph. 37. (Newton: Pollak Found. 

for Econ. Research. 1940. Pp. 23. 10c.) 


Public Finance, Taxation, and Tariff 


NEW BOOKS 


ALLEN. H. K. Control of expenditures in the local governmental units of Illinois. 
Univ. of Illinois bull. no. 61. (Urbana: Univ. of Illinois. 1940. Pp. 58.) 

That Professor Allen should accord budgeting, accounting, auditing, re- 
porting, and purchasing first place and negative fiscal gadgets such as tax-rate 
nd debt limits a weak second will enlist the sympathy of most students of 

ncial administration. He also urges synchronization of fiscal years, as affect- 
ing both budgetary and tax administration. This monograph, however, is not the 
of work an administrator might have written; rather it has all the ear- 
marks of the professional schoiar’s handiwork. This, rather than any bias on the 
f the author, seems to explain the relatively strong faith in fiscal ma- 
binery as distinguished from administrative practice. 

Little examination is undertaken to find out what ind of planning, re- 

rding, publicity, and legislative check-up is appropriate to each variety and 
size of local unit. The importance of state assistance in technical fiscal processes 

lefinitely understressed. 
JAMES W. MARTIN 


ERSON, H. D. Taxation, recovery, and defense. Investigation of concentration 
of € power monog. no. 20. (Washington: Temporary Nat. Econ. Com- 
ittee. 1940. Pp. xviii, 374.) 
FRASURE, C. M. British policy on war debts and reparations. (Philadelphia: Dor- 
1940. Pp. 188. $2.) 
Harriss, C. L. Gift taxation in the United States. (Washington: Am. Council on 
Public Affairs. 1940. Pp. vi, 175. $3.) 
Howard, M. S. Principles of public finance. (Chicago: Commerce Clearing 
_ House. 1940, Pp. vii, 438. $5.) 
HUGHES, J. E. Federal payroll tax. (Chicago: Flood Co. 1940. Pp. 250. $5.) 
SSER, J. K. Your income tax. 1941 ed. (New York: Simon and Schuster. 1940. 
rp. 128. $1. 
cE, C. The finances of the City of New York. (New York: R. W. Pressprich. 
Pp. 235. $5.) 
AGILL, R. and MAGUIRE, J. M. Cases on taxation, 3rd ed. (Chicago: Founda- 
n Press. 1940, Pp. 1069. $7.) 
GOMERY, R. H. Federal tax handbook, 1940-1941. Vols. I and II. (New 
'k: Ronald. 1940. Pp. xii, 1176; iv, 1179-2331. $17.50, the set.) 
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Newcomer, M. Taxation and fiscal policy. (New York: Columbia Univ, Press 
1940, Pp. vi, 89. $1.25.) 

This is a series of five lectures delivered during the summer session of 
Columbia University. It is a synthetic summary of public finance for laymen 
spiced with original thought and considerable philosophy that will prove 
stimulating to specialists. 

The five chapters treat “Rising cost of government,” systems,” 
justice,” ‘Competition and codperation among tax authorities,” and “Govern. 
ment fiscal policies and business fluctuations.” The fourth of these, covering 
a field in which the author has done much original work, is especially good. 

These lectures are livened with considerable excellent popular illustrative 
material. For example take this choice description of the sales tax: “In shor. 
the advice found in the Code of Manu, dating back nearly two thousand 
years, to gather taxes little by little, ‘as the leech, the calf and the bee take 
their food’ is still good.” 

An example of an original analysis, at least new to the reviewer, is that 
which traces the effect of the tax system on the pattern of investment. The 
tax system, while through tax-exempt securities it makes corporate bonds 
less attractive than they otherwise would be, at the same time adds to the 
attractiveness of stocks since the latter carry with them the privilege of using 
“the corporation as a savings bank,” that is, of avoiding the personal income 
tax through corporate reinvestment. 

The author is sceptical of continuing deficits and courageously recommends 
an early attempt to balance the budget. 

Exception can be taken here and there. On so controversial a point, more 
evidence is needed: than the figures which show a heavy deficit in the balance 
between taxes lost and interest saved through reas. = securities (p. 56) 
Also, one might have hoped that the last chapter would include something 
of the philosophy and accounting of public investment as a solution for 
chronic unemployment. 

In general, the treatment is fair and well balanced; the style vigorous and 
clear; the point of view sensible. 

HAROLD M. Grove: 


PAuL, R. E. Studies in federal taxation. 3rd ser. (Cambridge: Harvard Unis 
Press. 1940. Pp. 566. $6.) 

SCHULZE, O. Der “New Deal” und seine Einwirkung auf die Finanz- uné 
Steurerpolitik der Vereinigten Staaten von Amerika, (Jena: Fischer. 1940. Pp 
xvi, 148. RM. 6.) 

SHATTUCK, L. A., JR. Municipal indebtedness: a study of the debt-to-proper'; 
ratio. Stud. in hist. and pol. sci., ser. lviii, no. 2. (Baltimore: Johns Hopkins 
Press. 1940. Pp. 145. $1.25.) 

This useful study describes how, in spite of legislative efforts to check 
the swelling tide of local debt, by limiting the total debt to a fixed per 
centage of the property valuation, defects of administrative practice have 
weakened the check. Much of the illustrative material was collected in New 
Jersey, where, in spite of its debt-to-property limitation, many defaults o- 
curred in the last decade. One of the faults found in many states was ‘¢ 
accumulation of overlying indebtedness, such as county, ordinarily not rt 
stricted by law. Another was the readiness of legislatures to permit loans out 
side the limit, as in the case of loans that were expected to be self-supporting 
but were not. 
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Since borrowing only ag off taxation and increases the amount that 
must eventually be paid, the author recommends borrowing only in the case 
‘irregular capital expenditures. A comparison of Massachusetts cities of 
diferent sizes reveals that regularity of capital expenditure increases with the 
size of the city, thereby giving less vustification bor borrowing in the larger 
ipality. Recent mishaps have accelerated the movement for greater state 
control. New Jersey, for example, in 1938 created the “state department of 
local government” with broad powers over the finances of municipalities fail- 
ing to conform to certain standards, While the author believes that some 
sort of debt limit should be retained, as one of the basic principles of control, 
he would not allow this limit to be so inelastic as to hamper a central admin- 
istrative commission in the exercise of its own judgment. 


CHARLES P. HuSsE 


Tarasov, H. Who pays the taxes? Allocation of federal, state, and local taxes 
10 consumer income brackets. Investigation of concentration of econ. power 
monog. no. 3. (Washington: Temporary Nat. Econ. Committee. 1940. Pp. 
vii, 55.) 

Tay, M.C. Das Finanz- und Steuerwesen Chinas unter besonderer Bericksichtig- 
ung der Einkommensteuer. (Jena: Fischer. 1940. Pp. viii, 98. RM. 1.50.) 

THALHEIM, K, C., and others. Probleme der Kriegsfinanzierung. (Jena: Fischer. 

i0. Pp. v, 154. RM. 6.) 

Watson, P. B. Our national debt. (Boston: Author, 50 State St. 1940. Pp. 38.) 

Witcox, W. R. B. The curse of modern taxation. (New York: Fortuny’s. 
Pp. 140. $2.) 

Written by an architect from a single-tax viewpoint. 


igarette tax law, Article 20 of the tax law, and departmental regulations: State 
‘ New York, (Albany: State House. 1940. Pp. 17.) 

f municipal government in Massachusetts: thirty-third annual report 
1 the statistics of municipal finances for the year ending December 31, 1938. 
Pub. doc. no. 79. (Boston: State House. 1940. Pp. xxxiii, 297.) 

Ey profits taxation, amortization, and suspension of Vinson-Trammell act: 
joint hearings, House Ways and Means Committee and Senate Finance Com- 
mittee, 76th Cong., 3rd sess., Aug. 9-14, 1940. (Washington: Supt. Docs. 
1940. Pp. 458. 60c.) 

Excess-profits taxation and defense. Stud. in econ. of nat. defense no. 9. (New 
York: Nat. Industrial Conf. Board. 1940. Pp. 12.) 

Fiscal facts concerning the City of New Y ork: a 20 year statistical summary of the 

finances. (New York: Citizens Budget Commission. 1940, Pp. 90. 


Association of Assessing pt awed papers presented at the seventh 
m 


nal conference on assessment inistration held at Baltimore, Maryland, 
iber 9 to 12, 1940, (Chicago: Nat. Assoc. of Assessing Officers. 1940. 
i.) 
Association of Assessing Officers: report of the committee on assess- 
‘ganization and personnel. (Chicago: Nat. Assoc. of Assessing Officers. 
Pp. 28.) 
me tax law of New York (Article 16 of the tax law) and tax 
corporated business (Article 16A of the tax law) with 1940 amend- 
Manual 40-A. (Albany: State House. 1940. Pp. 54. 
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Report of the Special Committee on Taxation of Governmental Securities gnj 
Salaries, pursuant to S. Res. 303 (75th Cong.). Sen. Rep. 2140, pt. 1 (Wash. 
ington: Supt. Docs. 1940. Pp. 73. 10c.) 

Revenue act of 1940: hearings, 76th Cong., 3rd sess. on H. R. 10413, to provide 
revenue, and for other purposes, Sept. 3-5, 1940. Rev. print. (Washington: 
Supt. Docs. 1940. Pp. 479. 50c.) 5 

Stock transfer taxes: report of the committee for the study of federal and state 
stock transfer taxes, together with the report of Paul Studenski, director o} 
research for the committee. (New York: Committee for Stud. of Fed. and 
State Stock Transfer Taxes. 1940. Pp. xi, 155.) 

Taxation of governmental securities and salaries: views of the minority of the 
special committee on taxation of governmental securities and salaries created 
by S. Res. 303 (75th Cong.). 76th Cong., 3rd sess. (Washington: Supt. Docs 
1940. Pp. 43.) 

Taxation of intangibles. Business stud. no. 97. (Denver: Univ. of Denver Bur 
of Bus. and Soc. Research. 1940. Pp. 23. $1.) 

The author gives a partial survey of the theory and American practice of 
taxing intangible personal property. The stated purpose is to make an ap. 
praisal of low-rate taxes on such property. Much of the study seeks to prove 
that a proposed Colorado constitutional amendment to authorize a low-rate 
intangibles tax ought to be defeated. In this connection the work of Professor 
Lutz demonstrating the limited application of the double taxation objection 
is overlooked. The survey of experience is based almost wholly on secondary 
sources, and the author commits unfortunate factual errors (e.g., the Kentucky 
intangibles rate, though correctly stated at one point, is used erroneously at 
another; the same state’s revenue yield is misstated by about a third of a 
million dollars; and the application of one rate is totally misunderstood) 
However, the facts are presented with sufficient accuracy to result for the most 
part in a clear sey meg of the character and results of such taxes, The con- 
clusions go considerably beyond the evidence. 

JAMES W. Martin 


Population and Migration 


NEW BOOKS 


Cook, S. F. Population trends among the California mission Indians. (Betkele; 
Univ. of California Press. 1940. Pp. 56. 50c.) 

Guoss, D. V. Population, policies and movements in Europe, (New York: Ox- 
ford. Pp. 496. $6.) x 

WARNER, R. A. New Haven negroes: a social history. (New Haven: Yale Univ 
Press for the Inst. of Human Relations. 1940. Pp. 323. $3.50.) 

WiLicox, W. F. Studies in American demography. (Ithaca: Cornell Univ. Press 
1940. Pp. xxx, 556. $4.50.) 

Colombia: censo general de poblacién, 1930. Tomo I. Departmento de Anito 
quia. Tomo II. Departmento de Atlantico. Tomo III. Departmento de Bola 
(Bogota: Contraloria Gen. de la Republica, Seccién de Censos Nacionales 
1940. Pp. xxxvi, 435; xxxi, 139; xxvi, 299.) 

Guam: population composition and characteristics; home tenure. 16th Censis 
of U. S. (Washington: U. S. Bur. of the Census. 1940. Pp. 18.) 

Interstate migration: hearing, 76th Cong., 3rd sess., pursuant to H. Res. 63 a” 
H. Res. 491, resolutions to inquire into the interstate migration of destitute 
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izens, to study, survey, and investigate the social and economic needs and the 
vement of indigent persons across state lines. Part 1. New York City hear- 
ie y 29-31, 1940. (Washington: House Select Committee to Investigate 
erstate Migration of Destitute Citizens. 1940. Pp. 398. 35c.) 
n trends and programs of social welfare: papers presented in the sec- 
, on population trends and programs of social welfare at the eighteenth 
al conference of the Milbank Memorial Fund, April 2-3, 1940. Reprinted 
) Milbank Memorial Fund Quart., vol. xviii, nos. 3 and 4, (New York: 
Milbank Memorial Fund. 1940. Pp. 99. 25c.) 
Contains papers on “Outstanding population trends affecting problems 
of social welfare,” by W. S. Thompson ; “Population trends and future prob- 
ns of child welfare,” by K. F. Lenroot and R. J. Myers; ‘Population trends 
»lems of education,’” by Newton Edwards; “The aging population and 
programs of security,” by Ewan Clague; “Population trends and problems of 
public health,” by G. S. J. Perrott and D. F. Holland; “Adapting programs 
of social welfare to a changing population,” by Philip Klein. 


Social Problems and Reforms 


Rural Life in Process. By PAUL H. LANDiIs. (New York: McGraw-Hill. 
1940. Pp. xviii, 599. $3.75.) 

nce rural life was relatively static, the ebb and flow of similar events 

eeply into channels of custom; today rural life is dynamic, chang- 

mixture of the old and the new.” With this initial statement Paul 

s plunges into a description of rural life today and a discussion of the 

hanges that have taken place in rural life in recent years. He “deals with 

| society and its functional, processual, psychological, interactive aspects, 

ewing the rural drama in the cultural perspective of American civiliza- 


The book is divided into five parts: 1. ‘The structure and organization 
f rural life in the United States’; 2. “Social experience and personality 
rmation’; 3. “Interaction processes of a dynamic society”; 4. ‘‘Social 
nstitutions in a changing culture’’; 5. “Emerging problems of a dynamic 


The nearly 600 pages of the book are packed with information. Data are 
ented that the author obtained from books, bulletins, magazine articles, 
asus reports, and his own research studies. Many statements made in the 
t are supplemented with tables, and others are illustrated with maps 
— Hundreds of citations are given in the footnotes. A list of 
rences suitable for collateral reading is given at the end of each chapter, 
together with lists of questions for review and discussion. The author 
om content with presenting one point of view upon a mooted ques- 

1 He usually gives a well-rounded discussion. 
“AE ew statements made in the book are of doubtful accuracy. For ex- 
‘iple, on page 537 it is stated that ‘“‘in normal times extreme specialization 
ore profitable than the types of diversification which seem to have kept 
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farmers off relief during the depression.”” This may be true in some limited 
areas, but farm management surveys furnish fairly conclusive evidence 
to the contrary as the more general experience. 

Various matters of opinion are subject to question. Mr. Landis is yp. 
doubtedly more optimistic about codperative farming than present results 
justify, if account is taken of many failures of projects aided with federa| 
funds. Not all landowners will agree with the approval of long leases 
on page 70. The fear that a lease will not be renewed unless the farm is kept 
in good condition has had a salutary effect on many tenants. The crux of the 
problem is not the length of lease but the length of tenure. One may ques: 
tion the statement, ‘“‘Urban man has paid a tremendous price for the transfer 
from the old handicraft system to the new mechanized industrial order,” 
The measurable standard of living of the working man has been raised, but 
it is difficult to assess the intangible offsets. 

Undoubtedly teachers in agricultural colleges will agree that “the gram- 
mar, rhetoric, and literary skill of the average student in the agricultural 
colleges of this country are notoriously bad.” But even if the shortcomings 
of the one-room rural school that are mentioned in chapter 19 are admitted, 
the advantages given in chapter 9 should not be forgotten. Inadequacy of 
results is by no means closely correlated merely to type of school. In regions 
where the average size of farms exceeds 240 acres and but few roads are 
hard surfaced, the consolidated school is probably a long way off. Doubtless 
the majority of these neighborhoods should strive to provide an excellent 
one-room school instead of grieving that they cannot have a city school. 

In comparing the percentage of the national income that has been taken 
for local taxes and for federal taxes in recent years (pp. 394 and 395), n 
mention is made of the wide difference between federal tax receipts and 
federal expenditures. Undoubtedly the cost of local governments is often 
excessive, but the expenditures of the federal government during the past 
seven fiscal years have been greater than the expenditures of all states 
counties, municipalities, school districts, and other local subdivisions. 

The book will undoubtedly be warmly welcomed by teachers of rum! 
sociology and by students of rural social problems. It brings together be 
tween two covers a wealth of information not easily available; and it is wel 
written. 

H. C. 

University of Nebraska 

NEW BOOKS 


Bossarb, J. H. S., editor. Children in a depression decade: a survey of the facio 
affecting children from 1930 to 1940, showing the present status oj coi 
welfare. Annals, vol. 212. (Philadelphia: Am. Acad. of Pol. and Soc. 
1940. Pp. xi, 287. $2.) 

CapMAN, P. F. The economics of discontent. (New York: Am. Bankers Assoc 
1940. Pp. 46. $1.) 
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CAMPBELL, P. Comsumzer representation in the New Deal. Stud. in hist., econ. 
nd public law no. 477. (New York: Columbia Univ. Press. 1940. Pp. 298. 
$3.25.) 

CLark, H. F., editor. Economic education. 11th yearbook. (Washington: Nat. 
Council for the Social Studies. 1940. Pp. v, 166. $2.) 


| core, L. The background for college teaching. (New York: Farrar and Rine- 


hart. 1940. Pp. xxiv, 616. $3.50.) 

CoLEAN, M. L. and THE HousinG CommITTEE. Housing for defense: a review 
{ the réle of housing in relation to America’s defense and a program for 
{ The factual findings by M. L. COLEAN; The program by THE Hous- 
inc COMMITTEE. (New York: Twentieth Century Fund. 1940. Pp. xx, 198. 
$1.50.) 

Datas, H. and ENLow, M. Read your labels. Pamph. no. 51. (New York: 
Public Affairs Committee. 1941. Pp. 29. 10c.) 

GoLDENTHAL, A. J. Concentration and composition of individual incomes, 
1918-1937. Investigation of concentration of econ. power monog. no. 4. 
(Washington: Temporary Nat. Econ. Committee. 1940. Pp. xv, 112.) 

GREENAN, J. T. and MEREDITH, A. B. Everyday problems of American democ- 
racy. New ed. (Boston: Houghton’ Mifflin. 1940. Pp. 639. $1.80.) 

Harwoop, S. Vital American beliefs. (Cambridge: Cambridge Analytical Serv- 
ices. 1940. Pp. 44. 25c.) 

Kaptan, A. D. H., and assistants. Study of consumer purchases. Urban ser. 
no. 643. Family expenditure in New York City, 1935-36. No. 644. Family 
income in nine cities of the East Central region, 1935-36. No. 645. Family in- 
come in five New England cities, 1935-36. No. 646. Family expenditure in 

urban communities of the West Central-Rocky Mountain region, 1935- 
No. 647. Family income in the Southeastern region, 1935-36. No. 647. 
Family expenditure in three Southeastern cities, 1935-36. Urban technical ser. 
no. 648. Family expenditures in selected cities, 1935-36. Vol. Il. Food. Vol. 
V. Medical care. Vol. VI. Travel and transportation. (Washington: U. S. 
Bur. of Labor Stat. in codp. with WPA. 1939; 1940. Pp. 232; 538; 351; 
3; 520; 298; 406; 312; 165.) 

Kurtz, R. H., editor. Social work year book, 1941: a description of organized 
activities in social work and in related fields. 6th issue. (New York: Russell 
Sage Found. 1941. Pp. 793. $3.25.) 

Lutce, F. Kriegsprobleme der Wohnungswirtschaft. (Jena: Fischer. 1940. Pp. 
RM. 1.) 

OWEN, A. D. K. The British social services. (London: Longmans Green. 1s.) 

scort, L. H. Income management for women. (New York: Harper. 1940. Pp. 
x1, 298. $3.) 

HALLCROSS, R. E. Industrial homework: an analysis of homework regulation, 
vere and abroad. (New York: Industrial Affairs Pub. Co. 1939. Pp. xi, 257.) 


New York homework legislation is analyzed in this study and compared 
with legislative attempts in other states and foreign countries. The author 
shows that statistical data are inadequate, representing few sources other than 
the experiences of factory inspectors. According to the main thesis of the 
ook, the prevailing view which regards all homework as an evil—as sweat- 
shop work—is a fallacy which disregards existing varieties and is not based 
an impartial collection of facts. The NRA’s attempt to control homework 
was “characterized largely by confusion, with little or no administrative ma- 
chinery for enforcement.” As against large manufacturers and labor unions, 
homeworkers themselves and the small struggling homework employer in 
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many industries were much less articulate in presenting their point of view 
(p. 60). 

"he against the model bill, set up by the International Association of Goy. 
ernment Labor Officials, and against the legislation in New York, which seeks § 
ultimate prohibition rather than regulation, the author considers homework ; 4 
help in solving the problem of the incapacitated and infirm who cannot com. 
pete with factory workers. Legislation is necessary. It should include, amon) 
other things, contracts with full particulars of the job, requiring employer 
to bear the costs of transporting materials to and from the shop, insuring 
homeworkers against loss of wages actually earned. Hours should remain 
unregulated. 

Miss Shallcross, who for five years worked on New York homework jp. 
spection, presents rich material concerning homework legislation based partly 
on her own experience. As inspector, she has learned the difficulties of supe; 
vision and therefore avoids the easy demand for state help. In her genera 
position of demanding reform and not prohibition by legislation, she is sound 
In her attempt to refute the enemies of homework, however, Miss Shallcross 
has gone too far. Not all homeworkers are unfit for factory work. Not «ll 
hours are as good as those which she describes. Nor is the worker's own dis 
position of hours always a favorable one. There are good wages in homework 
but most wages are concentrated at the bottom. Physical hazards do not receive 
adequate consideration. The study is a valuable record of experience, marred 


only by this slight lack of balance. 
FRIEDA WUNDERLICH 


Sims, L. B. The scholarship of junior professional appointees in the government 


service. (Washington: President’s Committee on Civil Service Improvement 
1940. Pp. xxi, 228.) 

STONE, P. A. and DENTON, R. H. Toward more housing. Investigation of co 
centration of econ. power monog. no. 8. (Washington: Temporary Nat. Econ 
Committee. 1940. Pp. xxi, 223.) 

STRODE, J. and StropeE, P. R. Introduction to social case work. (New York 
Harper. 1940. Pp. 234. $2.50.) 

TERESHTENKO, V. T. The problem of coéperative medicine. (New York: WPA 
for the City of New York. 1940. Pp. iv, 78.) 

Clarifying many confused notions which are current regarding this grov 
ing movement, the author presents a brief picture of the health and med 
care problems of today. The basic principles under which all voluntary group 
health associations operate are indicated as embodying group medical pra 
tice, preventive medicine, fixed periodic payments by patients and some form 
of consumers’ codperative control. 

Of special value is the description of the development of group health as 
sociations abroad, especially in Sweden, Holland, Yugoslavia and Polan¢ 
Codperative medicine appeared abroad chiefly as a natural ancillary to % 
services of consumers’ codperatives. The slow growth of consumers cooper 
tives in the United States necessitates a more or less independent development 
of codperative medicine. 

In an effort to be unbiased, the author marshals the various arguments 0 
fered in support of the present system of medica! care with appropt# 
comments from its defenders, together with statements offered in suppot “ 
codperative medicine. Advantages cited are lower costs and more compict 
services to more people with democratic (non-governmental) control - 
maintenance of the institution of the family physician, without tax burdens of 
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sadical social changes. The greatest disadvantage is indicated in the inability 
f codperative health associations to reach many people of the low income 
eroups and the unemployed. 

EARL E. MUNTZ 


‘erry, P. W. and Sims, V. M. They live on the land: life in an open-country 
ithern community. (University, Ala.: Univ. of Alabama Bur. of Educ. Res. 
). Pp. xi, 313.) 
Chapter headings cover origins of the community, the population, economic 
ife. civic life, health, the homes, churches, schools, how the people spend their 
time, and leadership. 


‘yoMASON, C. C. and Davis, A. L. Economic problems and cases. Sth ed. 
(Rochester: Rochester Athenaeum and Mechanics Inst. 1940. Pp. 119. $1.75.) 

THORNDIKE, E. L. Human nature and the social order. (New York: Macmillan. 
1940. Pp. xx, 1019. $4.) 

WitAMs, F. M. and HANSON, A. C. Money disbursements of wage earners 
ind clerical workers in eight cities in the East North Central Region, 1934- 

tf U. S. Bur. of Labor Stat. bull. no. 636. (Washington: Supt. Docs. 1940. 
a Pp. x, 443. 50c. 

vere Meal disbursements of wage earners and clerical workers in five 

senate ties in the Pacific Region, 1934-36. U. S. Bur. of Labor Stat. bull. no. 639. 

mes Washington: Supt. Docs. 1940. Pp. xii, 358. 35c.) 

Money disbursements of wage earners and clerical workers in the 
th Atlantic Region, 1934-36. Vol. Il. Eleven cities. U. S. Bur. of Labor 
bull. no. 637. (Washington: Supt. Docs. 1940. Pp. x, 522. 75c.) 

L., editor. Eleven twenty-six: a decade of social science research, (Chi- 
niv. of Chicago Press. 1940. Pp. xv, 498. $3.50.) 

s book . . . provides the life-history of an idea—the story of the work 

1 organization of scientists and scholars devoted to the exploration of the 

x and ubiquitous problems of man’s relationship to man... . It is an 

| record of the ideas that have come out of 1126 East Fifty-ninth 

t, Chicago, . . . the Social Science Research Building at the University of 
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LF, I. J. A family doctor's notebook. (New York: Fortuny’s. 1940. Pp. 315. 


H, G. S. M. and Kuper, G. F. Factors in the vocational choices of 
'y women. (Chicago: Univ. of Chicago Bookstore. 1940. Pp. v, 47.) 

of state plans for aid to dependent children. Rev. July, 1940. 
ngton: Social Security Board, Bur. of Pub. Assistance. 1940. Pp. 27. 


f the National Conference of Social Work: selected papers, sixty- 
annual conference, Grand Rapids, Michigan, May 26-June 1, 1940. 
York: Columbia Univ. Press. 1940. Pp. 747. $3.) 
tudy in neighborhood conservation. (Washington: Federal Home 
in Bank Board. 1940. Pp. ix, 97.) 


Insurance and Pensions 
NEW BOOKS 


NporT, D. H. and GeseLt, G. A. Families and their life insurance: a 
} 2,132 Massachusetts families and their life insurance policies. Inves- 
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tigation of concentration of econ. power monog. no. 2. (Washington: Ter. 
porary Nat. Econ. Committee. 1940. Pp. x, 168.) 

FAULKNER, E. J. Accudent and health insurance. (New York: McGraw-Hili 
1940. Pp. xiii, 366. $4.) 

This book is the fourteenth volume of a well known “insurance series 
twelve volumes of which have been written by prominent insurance busines. 
men. In general, the books intend to educate employees in business routine and 
not to promote the science of insurance. 

A special book of this coverage is convenient to have, since there is no other 
covering solely accident and health insurance in America. Health insurance ip 
particular, in the form of private business mentioned exclusively by the author 
has heretofore lacked comprehensive treatment, so that besides the chapters 
on rates and history, the chapters on non-cancellable policies and on hospital. 
ization insurance are the most useful. The “popular large-scale demand fo; 
hospitalization since 1921” is one of the important signs in the “change in 
the mass social and economic thinking . . . after the manifold and persisting 
effects of the business cataclysm’ (p. 28). Nevertheless, though substantial, 
the number of persons who enjoy a health insurance policy of any kind seems 
relatively extremely small. The more so, if one considers that “98 per cent 
of the population are solely dependent upon the weekly or monthly pay check 
to maintain themselves,” and on the other hand “‘that only 5 per cent of the 
income in the United States has been protected” (by accident and/or healt 
insurance) ; 28 per cent of all loans by personal finance companies are to pay 
doctors’ and hospitals’ bills’ (pp. 28-29). Meanwhile, still more than the 
author has been able to say, the most recent a in connection with the 
defense legislation shows “the increase in morbidity with the fall in the mor 
tality rates” (p. 27). Perhaps in the near future America may lead the world 
also in health insurance and in sickness prevention. 


ALFRED MANES 


This is a technical report containing basic data about certain aspects of socis 
insurance in several countries. It is not a systematic treatise on social insurance 
plans in these countries; nor is it a handbook of this legislation. It presents 
the facts concerning the insured populations, the financing of the insurance 
scheme, and the administration of the funds. For Germany, the report outlines 
the old-age and widows’ and orphans’ insurance for workers; for Great Britain 
and northern Ireland, the subjects covered include the National Health lo 
surance plan and also widows’, orphans’ and the old-age contributory peo 
sions; for Italy, the general scheme of compulsory insurance against invalidity 
old age and death; for France, the general scheme of social insurance; ‘0! 
Belgium, the old-age plan for workers and also for salaried employees; «0 
for Czechoslovakia, the old-age insurance plan. 

The book is technical and is concerned with actuarial and financial data pr- 
marily. Economic, social and political factors are omitted. An introduction 0! 
45 pages deals with statistical methods and is largely concerned with t 
pik of the actuary in planning a social insurance scheme. 

WILLIAM HABER 


FERAUD, L. Actuarial technique and financial organisation of social insurance uy 
compulsory pension insurance. Stud. and rep., ser. M, no. 17. (Geneva an 
Washington: Internat. Labour Office. 1940. Pp. vi, 568. $4.) 
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HoHMAN, H. F. Old a age in Sweden: a program of social security. (Washington: 

Social Security Board, 1940. Pp. xiii, 305. 35c.) 
Increased interest in various economic and social programs in Sweden has 
accompanied by misinformation and misunderstanding, partly because 
h of the basic material upon which to form judgments is available only in 
edish. Mrs. Hohman’s thorough and objective study of the Swedish old- 
srogram is therefore most welcome. The author explains not only the 
arrangements for old-age security under such headings as coverage, 
itions, finance, administration, benefits and their adequacy, invalidity, 
sdical care, and sickness insurance, but also the evolution of the old- -age 
ram and the relationship of that program to political conditions and to 
theories of social planning in Sweden. The appendices contain abun- 
tual material, and the 25-page “selected” bibliography includes some 

1s in Swedish and English. 
Legislative changes in the Swedish old-age program, like recent changes in 
r Social Security act, have tended to eliminate private insurance notions by 
partially socializing the benefits, by preventing the accumulation of a large 
reserve, and by opening the way for a government subsidy, which it is esti- 
mated will amount to as much as 75 per cent of the benefits paid by the 
Swedish contributory system in 1960. Perhaps through an error in proof read- 
g, the position of the 1928 pension committee regarding the reserve issue 
epresented on page 187. This Swedish committee took the view that 
burden on future generations for the support of the aged could only be 
htened by reason of a reserve fund if the interest on the reserve represented 
rease in the real national income arising from investment of the reserve. 
RICHARD A. LESTER 


W. S. Social insurance and agriculture: a memorandum presenting 
ions for research and a bibliography. Pamph. ser. no. 5. (Washington: 
Res. Council Committee on Soc. Sec. 1940. Pp. v, 93. 50c.) 
ontains an extensive bibliography. 
Seasonal workers and unemployment insurance in Great Britain, Ger- 
and Austria: a survey of legal provisions and administrative practice 
1938. Bur. rep. no. 4. (Washington: Soc. Sec. Board, Bur. of Res. 
and Stat. 1940. Pp. viii, 167. 20c.) 

LATIMER, M. ba and TUFEL, K. Trends in industrial pensions. Industrial rel. 
monog. no. 5. (New York: Industrial Rel. Counselors. 1940. Pp. x, 88. $1.) 
ERWOOD, J. F. and PENDERY, J. A. Social security and pay-roll accounting. 
th e - (Cincinnati: South-Western Pub. Co. 1940. Pp. 256. $2.60.) 

, R. B. The search for financial security. (New York: Columbia Univ. 

Pre es 1940 Pp. vi, 91. $1.25.) 

[he compen ation of war victims: medical aid, compensation and war pensions. 

nd rep. ser. E, no. 6 (Geneva and Washington: Internat. Labour Office. 

1940 Pp 91. 50c.) 
“9 art a a life insurance program. (Cambridge: Inst. for Risk Analysis. 

50c.) 
ie oe compensation administration in United States and 
ull. 672. (Washington: U. S. Bur. of Labor Statistics. 1940. Pp. 

. 25¢ 
ijicant provisions of state unemployment compensation laws, June 1, 1940. 
(Washington: Social Security Board. 1940. Pp. 4.) 
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Statement on life insurance. (Washington: Temporary Nat. Econ. Committee 
1940. Pp. 109.) 

What is social security: a brief explanation of the Social Security act. (Wash. 
ington: Social Security Board. 1940. Pp. 24.) 


Pauperism, Charities, and Relief Measures 


Public Relief, 1929-1939. By JOSEPHINE CHAPIN BROWN. (New York 
Holt. 1940. Pp. xvii, 524. $3.50.) 

Even a decade ago, a book entitled, Public Relief, Year — to Year — 
would have had but a handful of interested readers. The author's thesis 
if he had one, would have encountered but a sprinkling of defenders or 
critics, and it would have found a lonely place on the “‘social science” shelf 
of the public library. Today, despite European war and a national defense 
program, public relief and its kindred subjects occupy a place of pre- 
dominant importance in the public mind. They are, moreover, of no les 
concern to economist and statesman than to social worker or relief admin- 
istrator. Relief and social security have attained a position of importance: 
as political issues and in party platforms. They are, today, matters of fundi- 
mental public policy. Because of this fact, it can rightly be expected that 
phases of the subject would be controversial and that they would hay: 
importance for the general public as well as the technician, public ad 
ministrator, economist or philanthropist. 

The essential features of public relief as we know it today are likely t 
have continued significance for many years to come, even though they took 
shape within the past ten years—the period covered by the author. Ii 
controversial phases, especially those that may seriously affect future poli 
cies, must, however, be evaluated in a historical perspective of longer 
duration. The forces and ideas embattled in the controversies in this field 


dating back to the beginnings of western civilization. 

Miss Brown’s book is the most comprehensive and most fully do 
mented book on public relief covering this crucial and creative decac 
1929-1939. The necessary historical setting is also provided, and it is 
structed with a fine, selective hand, with frankness, without gloves, yet 
without rancor. The battle between exponents of private philanthropy an 
of governmental relief, between the advocates of local (then state) auton 
omy in administration and the proponents of federal programs, betwee 
protagonists of work versus relief and promoters of straight relief, 1s « 
scribed both in its theoretical and in its factual phases, and the outcome ' 
seen as “inevitable” rather than as “‘just.”’ It is a scholarly, comprehensiv< 
but not pedantic performance. 

Possibly the best part of the book is the historical summary of the perio“ 
preceding 1929, with its excellent balance between recording and inter 


are of long standing, some as old as the American Commonwealth, other 
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oretation, and its skillful selection of data. Only second best is Part 2, 
which the author might have called the ‘‘period of reluctance” —or the 

stalgic era of shuffling forward with the facts, faces turned hopefully 
ickward to the past. The author gives a masterful characterization of this 
od. Out of it rise, for an appreciative future generation, such names as 
those of Senators Costigan and La Follette and of several leaders of social 
work, protagonists of government responsibility for relief. There are those 
who will think that the Hoover-Gifford side, representing private and local 
relief, has been a bit roughly handled. To the reviewer, it seems that the 
zuthor has used great restraint. 

The largest units of the book deal with federal emergency relief legisla- 
tion and the social security measures, the former an historical evaluation, 
the latter an historical-administrative analysis. Here details are of necessity 
jumerous, documentation more onerous, and the interests of specialists 
rather than those of the general student of the social sciences are served. 

his intensive treatment is, however, quite justified, since this “speciality” 

ne of the most important in public policy. It is regrettable that the 
author had apparently no access to Miss Lillian Brandt’s brilliant history 
f unemployment relief in New York City during the depression, which 
till in manuscript form, but might have added a colorful local touch to 

s comprehensive study with its proper federal and state preoccupation. 

The reviewer has one ardent hope—that Miss Brown has had a large, 
hard-working staff of assistants in gathering and organizing her material. 
If it is all the work of a single person, envy and despair will keep her col- 
| s from ever undertaking such an ambitious enterprise. 

PHILIP KLEIN 


i 


York School of Social W ork 


mbia University 


Socialism and Codperative Enterprises 
NEW BOOKS 
H. W. The federal government and functional democracy. (New 
k: League for Industrial Democracy. 1940. Pp. 32. 10c.) 
M. H. History of utopias (anti-statism). ond ed (New York: Burstein 
and Chappe. 1940. Pp. 87. $2.50.) 
MorRison, H. An easy outline of modern socialism. 2nd ed. (New York: Rand 
School Press. 1940, Pp. 30. 10c.) 
Myers, J. Organized labor and consumer codperation. (New York: Codpera- 
e League. 1940. Pp. 39. 15c.) 
ART, M. S. Credit unions—the people's banks. Pamph. no. 50. (New 
Public Affairs Committee. 1940. Pp. 31. 10c.) 
KOLENK, B. and TERESHTENKO, V. J. Abstracts of the laws pertaining to 
cooperation in the United States of America, its possessions and territories. 
(New York: W.P.A. for the City of New York. 1940. Pp. viii, 350.) 
One of the most valuable contributions for the economist or the layman 
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interested in legislation pertaining to codperation and codperatives in the 
United States is this exhaustive compendium. In this country there are no 
general codperative laws, but rather separate laws adopted to regulate ,o. 
operatives in accordance with the nature of their economic activity. The authors 
point out, moreover, that it is only since the beginning of the twentieth cep. 
tury—following the lead of New York and Wisconsin—that a number of 
states have enacted special codperative laws for stock organizations embodying 
all the features of the so-called Rochdale principles. ; 

In the procedure of abstracting laws, those of each state, territory and of 
the federal government have been treated as a separate unit. Likewise, the 
statutes affecting various forms of codperation have been set forth under sepa. 
rate titles. 

A representative idea of the scope of state laws on codperation may be 
gleaned from the following list abstracted from the statutes of Wisconsin: 
building and loan associations; building and loan finance corporations; ceme. 
tery associations; codperative associations; credit unions; credit union finance 
corporations ; fraternal benefit societies; group accident and health insurance: 
hospital service corporations; mutual insurance corporations in general; mv- 
tual life insurance companies; mutual savings banks; instruction in codperi- 


tives in public schools. 
EARL E, Muntz 


TREHEY, H. F. Foundations of a modern guild system. A dissertation. (Wash- 
ington: Catholic Univ. of America Press. 1940. Pp. xi, 204.) 

The instability of our economic system prompts a search for security. The 
author finds this in a guild system based on the Papal Encyclicals. The demo- 
cratic character of Catholic social teaching in such a guild system is the main 
theme of the book. Thus the evidences of a guild system in the totalitarian 
states, including Portugal to a certain degree, are deprecated as being imposed 
from above and not being established from below in a democratic manner 
The author reviews primarily French thought on the guild system, and more 
consideration might well have been given to central European writers. 

In the author's plan the guilds are to be based on existing employee an 
employer organizations with joint councils on a local, regional, and nation’ 
basis. The public-legal status proposed for the guilds demands a careful sepa: 
ration of the power of the guild and state. The political state is not displace: 
by the social and economic guild but makes decisions on general welfare bj 
consulting the guilds as to the best course of action. The state does not create 
guilds but the organization is to proceed in democratic manner from below 
in accordance with the principles of graded structure and subsidiarity. The 
guild system implies a complete rejection of the philosophy of individualism 
which is considered to be on the defensive everywhere including the Unite 
States. 

The Catholic position on liberty is examined in the writings of Aquins 
Suarez, and Bellarmine. The medieval guilds are briefly reviewed, but are con 
sidered to be guides and not models to be followed since guilds must be fittec 
to the national temperament and tradition. The N.R.A., according to ‘n 
author, failed through the weakness of employee organizations, and above a! 
in the lack of social education and moral reform which are the absolute p« 


requisites of a guild system based on Catholic principles. 
THEODORE C. HELMREICH 
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Statistics and Its Methods 


Statistics and Its Methods 
NEW BOOKS 


ArKIN, H. and CoLTON, R. R. Graphs: how to make and use them. Rev. ed. 


(New York: Harper. 1940. Pp. xvi, 236. $3.) 
This book is entirely concerned with the drawing and interpretation of 
charts and graphs, and within this field it is a good book. No statistical tech- 
1¢ is iatpedecnl and the contents should be immediately understandable 


and useful to anyone who ay xo charts either for popular or scientific use. 

The 15 chapters treat the following topics: principles of the graph, con- 
struction of the graph, graphic layout, equipment for graphic presentation, the 
line graph, the ratio chart, the bar chart, area and solid diagrams, graphing 
relationships, map graphs, organization charts, graphs for computation, con- 
trol charts (of the Gantt type), reproduction of graphs, statistical tables and 


H. A. FREEMAN 


MouLTON, E. S. Sources of regional and local current business statistics. Dom. 
commerce ser. no. 115. (Washington: Supt. Docs. 1940. Pp. vii, 57. 30c.) 

RosENBERG, R. R. Essentials of business mathematics. 3rd ed. (New York: 
Gregg Pub. Co. 1940. Pp. 383. $1.20.) 

Financial statistics of cities over 100,000 population, 1937. (Washington: U. S. 
Bureau of the Census. 1940. Pp. 327. $1.) 
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Frank William Taussig, 1859-1940 


- more than a quarter of a century Professor Taussig occupied in America a 
sition comparable to Marshall’s in England as dean of the fraternity of eco- 
The uniqueness of Taussig’s position would appear with greatest 

-larity if we inquired who in the present scene might by common consent in- 
herit his palladium. Although such a question would set the figure of Professor 
‘sussig in relief, it would not detract from the worth of our contemporaries, for 
the character of economics has changed. An oppressive necessity for specializa- 
has accelerated the progress of scientific knowledge, but this has cost us 

of the inspiration and mellowing influence of the “general practitioner” in 


Ics 


s remarkable for their broad culture and humanitarian sentiments. That he 
| forth even in this company is ascribable to the great versatility and long- 
ed period of his activities. He launched his academic B pee yen career 
- age of twenty-three as an instructor at Harvard and retired from the 
y Lee professorship only at the age of seventy-five, a span of fifty-two 
his editorship of the Quarterly Journal of Economics extended over forty- 
ne years; his activity as a writer continued almost to his death at eighty-one. 
These many years of phenomenal physical and intellectual vigor contributed to 
renown, but they do not account for the brilliance of his career. For Taussig 
it once an extraordinarily successful teacher, an exacting but discerning 
nd a writer on a broad range of subjects. American economic literature 
ich to this editorship in content and in stylistic excellence; until the last 
Taussig himself read virtually every manuscript submitted to the Journal, 
king painstaking notations; and in his own writings he set a noteworthy 
ple of lucid and graceful expository style. In addition to those fields in 
he wrote authoritatively—general economic theory, economic motivation, 
onal trade, American tariff history, monetary problems—we find also, 
st others, articles devoted to the teaching of economics, price indices, public 
nce, labor relations, business cycles, and the reparation problem; the list of 
publications embraces something over two hundred titles, including thirteen 

s of which all but two appeared in more than one edition or version. 
his general theoretical position Taussig was more strongly influenced by the 
| economists—particularly by Mill whose Principles was employed as the 
textbook at Harvard during his student days and his early career as an 
than by later schools of thought. Prices are indeed formed by the 
bration of utility, or “vendibility,” as he preferred to say, and costs. But 
marginal utility doctrine never sufficiently permeated his thinking to tempt 
) formulate a system of the general equilibrium of all prices, nor to per- 
ie him to a complete surrender of the classical labor theory of value. 
ly enough, atavistic remnants of the latter persisted in the two fields in 
n Taussig’s theoretical contributions were most noteworthy—in the theory 
' international trade and of capital. At the foundation of the former he set the 
roposition that deviations of costs from simple labor-quantity costs were not 
ntly important to affect the flow of goods exchanged eaten nations. 
n the sphere of capital theory, he still maintained against Clark that “capital 
4 ts not an independent factor of production and there is no separate pro- 
‘veness of capital”; he refused “to accept a general principle of deminishing 
> in the applications of capital” ; and the wage-fund conception of wages 
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“received doctrine” into complete theories of trade under dislocated exchanges, 
of the impact and repercussions of capital transfers, of the behavior of segments 
of prices in the domestic economy and the terms of trade under various inter. 
national changes, and of real and monetary factors in exchange equilibrium— 
all these constitute substantial contributions in themselves. In Wages and 
Capital, on the other hand, Taussig was concerned with exposing the fallacies of 
wage-fund doctrine which persisted in the “received doctrine” of his own time 
—that wages can be regarded as a stock of consumable goods, that the stoc, 
is fixed, that wage payments are a mere intermediate step toward the production of 
wealth. However much the author would have resented the inference, Wages and 
Capital did yeoman’s work toward the triumph of productivity theorizing. 

Were quantitative measurements appropriate, one would probably turn aside 
from scientific monographs to the Principles of Economics for Taussig’s “great. 
est’” influence, for hundreds of thousands of students, the present writer io- 
cluded, formed their first impressions of economics from these pages, The 
experience was inspiring. Economics did not appear to be a frosty exercise in 
algebra or geometry, or a sinister glance into the evil machinations of capitalists 
and proletarians, or a morose brooding upon stagnation and inevitable min 
The primary concern was not mere analysis but analysis oriented toward policy ‘ 
and the primary concern of policy was the mitigation of inequality. What if the 
treatment of increasing costs, or of ‘‘varying’’ costs in Taussig’s unfortunate 
phrase, did not run on all fours with constant and decreasing costs! What if 
much of our later theoretical sophistication was absent, even in a fourth and 
somewhat apocryphal edition! To what other work since Marshall would it be 
possible to refer an intelligent layman for a liberal education in economic prob- 
lems and for an appreciation of the fervor for betterment balanced by objec 
tivity and reason to which economists aspire? 

If Taussig’s theoretical writings are distinguished by their eminent common 
sense, this quality arises not merely intuitively but from his constant concem 
with empiric verification, This painstaking regard for the actual course of events, 
for realism, animated the inquiries into the tariff history of the United States 
into bimetallism and silver, and the several studies of economic motivation. His 
experiences as the first chairman of the Tariff Commission and his work with the 
War Industries Board bespoke not only his capacity but, more significantly to: 
his general influence as an economist, his belief in the indispensable comp 
mentarity of theory and empiric reference. It is this orientation, more than a0y 
thing else, which explains his great success as a teacher. Sentimentally his st 
dents will of course recall his impressive stature and bearing, his general but not 
unfailing tolerance of opposition, his adroit use of the Socratic method, his qué 
wit, benevolence, and magnanimity. Beneath these ingratiating and inspising 
personal traits, however, his students found their most valuable lesson: to be 
open to conviction, to observe and, above all, to learn. - 

Amongst American economists of Taussig’s era, J. B. Clark and F. M. Taj re 
were more rigorous theorists; Cooley and Veblen were moze original sou 


as “advances” to laborers persisted in the principle that wages are the “dis 
counted marginal product of labor.” 

International Trade and Wages and Capital embody Taussig’s most origin: 
work, but the originality of the two books is of different complexion, Th. 
former rarely represents a sharp deviation from tradition; but as Viner has held 
its most notable originality rests upon an “effective synthesis of complex and HM 
varied materials into a codrdinated whole.” Nevertheless the elaboration 9; 
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oF sh‘losophers; Hollander was perhaps the more erudite scholar. But it would be 
‘ificult to name a greater economist, and it would be impossible to discover a 

ginal gentleman. 
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Editorial Note 


The new managing editor of the American Economic Review is bound tp 
express his gratitude for having had Dr. Dewey as his predecessor. The estate 
passed on to him is a sound one. The office is an efficient going concern, the 
departments are soundly conceived, the publication problems are all either fully 
solved or sharply delineated. Most important of all, there has been established ; 
policy of editorial impartiality and of broad service to the members of th 
Association and to economics from which no successor could properly deviate 
As heretofore, the pages of the Review will be open to persons who have sub 
stantial contributions to make to the discussion of economic subjects in the fields 
of theory, research, and policy. The quality of the contribution, and not any tes 
of viewpoint or opinion, will be the basis for choosing from among manuscrips 
submitted. 

Though a new editor naturally comes to his duties bursting with ideas, i 
seems wise to go slowly in the introduction of changes. Meantime, it will be 
helpful if members of the Association will send in suggestions both for im- 
provement of existing departments and for additional services which the Revie 
might undertake. Conversely, from time to time in this space I shall sugges 
particular ways in which members might add to the interest and usefulness of 
the Review. 

My first impression is that improvement should be possible both in the lead. 
ing articles and in the book review section. There is a definite dearth of x. 
ceptable material for leading articles. While some improvement may possibly be 
made through positive editorial performance in activating people to write, the 
general quality of the Review is necessarily set by the character of the unsolicited 
manuscripts submitted. Those who are‘dissatished with the = have the 
remedy in their own hands. Concerning the problem of satisfactory book re 
viewing, I plan to prepare a later note. Apart from the assigned reviews, whic 
are a necessary service, there is an almost wholly unexploited field for further 
commentary upon important books. . 

I appreciate the confidence expressed by my appointment as managing edito: 
of the Review, and I shall willingly devote my energies, to it on the condition 
that it be adequately supported, in the form of manuscripts, by the members 0! 


the Association. 
P. T. Homan 
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NOTES 


The Nominating Committee of the AMERICAN ECONOMIC ASSOCIATION has 
been appointed: A. B. Wolfe, Ohio State University, chairman ; C. R. Whittlesey, 
University of Pennsylvania; C. F. Remer, University of Michigan; S. E. Leland, 
University of Chicago; J. B. Woosley. University of North Carolina; H. S. Ellis, 
University of California. Members zre invited to send to the committee the 
names of persons whom they would iike to have considered for the elective 
fices—president, vice-president, second vice-president, and two members of the 


+ 
Executive Committee. 


and to 
- estate The following names have been added to the membership of the AMERICAN 
mn, the EcoNOMIC ASSOCIATION since November 1: 
J ful Adler. J. H., 281 Whalley Ave., New Haven, Conn. 
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of the Allen. |. E., Jr., Princeton University, 20 Nassau St., Princeton, N.J. 
leviate Alt. R. M., Dept. of Econ. and Soc. Inst., Princeton University, Princeton, N.J. 
re sub. Andron, M., Dept. of Econ., University of Illinois, Urbana, Ill. 
nt Arendtz, H. F., c/o United Business Service, 210 Newbury St., Boston, Mass. 
Baowell. L., 16 Pomander Walk, New York City. 
Ny test Bandler, W., 944 Park Ave., New York City. 
ISCripts Barlow. W. D., Office of Asst. Secy. of War, Munitions Bldg., Washington, D.C. 
, Basch, A.. 19 President Ave., Providence, R.I. 
: Bennett, W. B., College of Commerce, University, La. 
leas, i Blair, W. S., Graduate College, Princeton, N.J. 
will be Blake. F. H., Jr., 95 Montclair Ave., Montclair, N.J. 
Of im- Bloom, M. R., 3633 Warder St., NW, Washington, D.C. 
Review Boyden, T. C., F12 Lowell House, Cambridge, Mass. 
aati Breidet 1, O. H., 1102 Lowerline St., New Orleans, La. 
ugpest Brendel, H. J., University of Dayton, Dayton, Ohio. 
ness of wn, P., 1701 Massachusetts Ave., NW, Washington, D.C. 
ish, W. S., 4 Irving Pl., Room 263S, New York City. 
e lead. nell, H. C., 1400 Lake Shore Dr., Chicago, III. 
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The Pacific Coast Economic Association has elected the following officers for 
he year 1941: Robert D. Calkins, University of California, Berkeley, president; 


Calvin Conia University of Oregon, vice-president; Hampton K. Snell, 
University of Southern California, secretary-treasurer; Edward S. Shaw, Stanford 
University, editor. 


\t the nineteenth annual conference of the Pacific Coast Economic Associa- 
tion, held at Stanford University, December 27-28, 1940, papers were read as 
War FINANCE—‘Revenue Problems in War Finance,” by James K. Hall, 
University of Washington; “The War- Profits Tax,” by Marvel M. Stockwell, 
Unive ersity of California at Los Angeles; “Canada’s Burden of War Finance,” by 
, A. Crumb, University of British Columbia; “Foreign Exchange Control,” 

hn Richard Huber, University of Washington. 


ke RICULTURAL ECONoMICS—"‘Self-Financed, State-Sponsored Advertising as 
. Form of Farm Relief,” by H. E. Erdman, University of California; ‘Two 
Years « eC rop Insurance,” by John C. Clendenin, University of California at 


Los Angeles; ““Trends in the Agricultural Output of Southern California, 1920- 
” by Robert P. Terrill, Reed College. 

[He UNITED STATES AND THE ORIENT—“The Economic Impact of the 
— War on the Far East,” by William Holland, Institute of Pacific 
Relat ; Te Japanese Ship Replacement Program,” by Charles S. Sheldon, 
I] Un niversity of Washington, 

La + PROBLEMS — ‘Industrial Relations Problems and the National Emer- 
gency,” by Paul Eliel, Stanford University; ““A Policy for Organized Labor in a 
War ‘Time Economy,” by Richard Liebes, Willamette University ; ““Administra- 

n of Unemployment Compensation, in California,” by Morrison Handsaker, 
Occidental College; “Economic Aspects of Large-Scale Cotton Growing,” by 
Clark Kerr, University of Washington. 

CHANNELS OF TRADE, WAR AND Post-War—'"The Outlook for United 
States Trade in South America,” by Kenneth Duncan, Pomona College; “As- 
sumptions concerning United States Foreign Trade, Present and Future,” by 
Alfred L. Lomax, University of Oregon; “American Industry: Peace to War,” 
by W. Bruce Lockling, University of Washington; “Trends in Pacific Coast 
Fruit Exports,” by S. W. Shear, University of California. 

STATISTICS AND MATHEMATICAL THEORY—"An Hiatus in the Risk Theories 
ot Knight and Myrdal,” by Ernst W. Swanson, State Coliege of Washington ; 
Elasticity of Demand for Rail Passenger Travel,” by Beatrice Aitchison, Uni- 
versity of Oregon; “A Test of Significance for Time Series Analysis,” by 
W. Allen Wallis, Stanford University. 

CONSUMP EcoNomics—"Consumption Levels and Standards of Living: 

Concepts and Problems,” by Joseph S. Davis, Stanford University; “Orthodox 
Economics ae the Consumer,” by F. W. Clower, State College of Washing- 

“we fey Neglected Points in the Theory of Consumption,” by Lyman D. 
Whitman College. 

AOBLEMS OF MONOPOLY—"“What Problem Does Competition Solve?” by 
\. E. Ayres, University of Texas; “The Temporary National Economic Com- 
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mittee: New Deal or Old Delusion,” by Broadus Mitchell, Occidental College 
“Probable Effects of the War Economy on Monopoly,” by C. D. Jacobs, State 
College of Washington. 

THEORY AND ITs APPLICATION—'‘J. R. Hicks on Dynamic Theory,” by Frank 
L. Kidner, University of California; “Imperfect Competition and the Deman 
for Labor,” by Raymond F. Mikesell, University of Washington; “The Ec. 
nomic Dynamics of Professor Hicks,” by E. S. Shaw, Stanford University. 

REAL EsTATE AND PuBLIC UTILITIES—“‘The Boulder Canyon Project,” by 
Paul L. Kleinsorge, Oregon State College; ‘The Rate of Capitalization in Re 
Estate Appraisal and Lending,” by Thurston H. Ross, University of Souther 
California; “Analysis of the Supply of Housing Credit in the West,” by Har 
J. Jordan, San Diego State College. 

DINNER AND LUNCHEON MEETINGS—'Leisure: A Field for Social Re. 
search,” by Martin H. Neumeyer, University of Southern California; “Econ. 
omy, Economics and Economies,” by Arthur G. Coons, Claremont Colleges 
“The Expanding Universe of Monetary Theory,’ by Anatol Murad, Universit 
of Southern California. 


The allied social science associations are being served by the following 
officers during the present year: 
AMERICAN ECONOMIC ASSOCIATION—Sumner H. Slichter, Harvard Universit 
president; James Washington Bell, Northwestern University, secretary, 
AMERICAN ACCOUNTING ASSOCIATION—Henry T. Chamberlain, Chicago, Illi 
nois, president; Robert L. Dixon, Jr., University of Chicago, secretary. 


AMERICAN ASSOCIATION OF UNIVERSITY TEACHERS OF INSURANCE—David 
McCahan, University of Pennsylvania, president; Chester A. Kline, Univer 
sity of Pennsylvania, secretary. 

AMERICAN BUSINESS LAW ASSOCIATION—S. Homer Smith, Temple University 
president; Gerald O. Dykstra, Ohio University, secretary. 

AMERICAN FARM ECONOMIC ASSOCIATION—M. R. Benedict, University of 
California, president; Asher Hobson, University of Wisconsin, secretary 
AMERICAN MARKETING AssocIATION—Howard T. Hovde, University of Pens. 

sylvania, president; Albert Haring, Indiana University, secretary. 

AMERICAN POLITICAL SCIENCE ASSOCIATION—Frederic A. Ogg, University 0! 
Wisconsin, president; Kenneth Colegrove, Northwestern University, s« 
retary. 

AMERICAN SOCIOLOGICAL SociETy—Stuart A. Queen, Washington University 
president; H. A. Phelps, University of Pittsburgh, secretary. — 

AMERICAN STATISTICAL ASSOCIATION—Winfield W. Riefler, Institute for Ac 
vanced Study, Princeton, New Jersey, president; Richard L. Funkhouser, 1020 
K Street N.W., WaShington, D.C., secretary. 

ECONOMETRIC SocieTy—Joseph A. Schumpeter, Harvard University, prs: 
dent; Alfred Cowles, Cowles Commission, University of Chicago, secretat 

INSTITUTE OF MATHEMATICAL STATISTICS—Harold Hotelling, Columbia Ua 
versity, president ; E. G. Olds, Carnegie Institute of Technology, secretary 


The Tax Policy League has become a part of the Wharton School of Financ 
and Commerce of the University of Pennsylvania, with its name changed to '* 


I 
AMERICAN ASSOCIATION FOR LABOR LEGISLATION—Joseph P. Chamberlain 
Columbia University, president; John B. Andrews, American Labor Legis 
tion Review, 131 East 23rd Street, New York City, secretary. 
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135 South 36th Street, Philadelphia. The transfer was accompanied by 


In stitute, 


grant to the University of Pennsylvania from the Alfred P. Sloan Foundation. 
siebe | |. Walker is director of the Institute; and Harold S. Buttenheim is chair- 


a of the advisory council. 

e Economic History Association was formally established at meetings held 
st De cember in New York City and New Orleans. The officers of the Associa- 
ion for 1941 are: Edwin F. Gay, president; Earl J. Hamilton and Herbert 
n, vice-presidents; Shepard B. Clough, secretary-treasurer; Solon J. Buck, 
ald 1 A. Innis, Edward C. Kirkland, Wesley C. Mitchell, Everett E. Edwards, 
ph “M. Hower and Herbert A. Kellar, council. The Association will publish 
nomic History Journal, which will appear semi-annually. The editor is 
Drofes A. J. Johnson of New York University, who will be assisted by 
Professor - Tough. Membership dues are $3.00 per year. Applications for member- 
shi pa m ay be sent to the secretary-treasurer, Professor Shepard B. Clough, Co- 

lumbia University, New York City. 


The University of Denver offers ten graduate fellowships in the field of 
nent management, under a grant from the Alfred P. Sloan Foundation, 
the academic period beginning September, 1941. The en will be 
on a competitive basis and will carry maximum stipends of $100 per 
or single persons and $150 per month for married men. Applications 
st be filed not later than March 10, 1941. Further information may be ob- 
n the Department of Government Management, School of Commerce, 

versity of Denver, Denver, Colorado. 


husetts Institute of Technology, begining in the academic year 1941- 

s a program of study and research leading to the degree of doctor 

of philosophy in industrial economics. There will be available fellowships with 

stipends up to $1,200; and scholarships of tuition. Applications should be filed 

by March 15, 1941. Further information may be obtained from Professor Ralph 

E. Freeman, Department of Economics and Social Science, Massachusetts Insti- 
f Technology, Cambridge, Massachusetts. 


The Navy is looking for reserve officers who are economists, for active duty 

the Administrator of Export Control. Naval Reserve officers desiring this 

assignment should immediately send their requests, with a statement of qualifica- 

tions, to Lieutenant Commander C. C. Shears, care of Administrator of Export 
|, Commerce Building, Washington, D.C. 


The > Annual Social Science Field Laboratory, organized under the auspices of 
the e Ne w York University Graduate School, will be held in northern California 
luring the summer of 1941. Eight fellowships will be granted to graduate stu- 

ccredited seniors. Communications should be addressed to Dr. B. W. 
director, Social Science Field Laboratory, New York University, 
kK Cit y. 


ummer seminar in Arabic and Islamic studies will be held in the 

¢ College, Princeton University, under the directorship of Professor Philip 

K Hit l, for a period of six weeks beginning June 21, 1941. The tuition 
‘ee for the seminar is $40.00. A limited number of grants- -in-aid are available 
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through the codperation of the American Council of Learned Societies. fy, 
further information address Dr. Nabih A. Faris, P.O. Box 342, Princeton, Ne 


Jersey. 


The eighth national conference on assessment administration, sponsored by 
the National Association of Assessing Officers, will be held at Jacksonville 
Florida, October 19-22. Persons interested are invited to attend, whether men. 
bers of the N.A.A.O. or not. Additional information may be secured from the 
headquarters of the Association, 1313 East 60th Street, Chicago, Illinois. 


The Follett Book Company, 1255 South Wabash Avenue, Chicago, has started 
a new publication, Review Index, a quarterly guide to professional reviews 
Articles are listed alphabetically by authors. The subscription price is $3.00 pe 
year. 


Professor Alpheus Thomas Mason of Princeton University is engaged in pre. 
paring the authorized biography of Mr. Justice Louis D. Brandeis, and wishes 
to solicit data relevant thereto—letters, personal reminiscences, anecdotes, and 
the like. In particular he desires letters, since practically all Justice Brandeis 
letters after 1915 were written in long-hand so that the only copy available i 
in the possession of the recipient. Arrangements for the handling or copying 
of materials may be made directly with Professor Mason. 


Redvers Opie, The British Embassy, Washington, D.C., requests readers of the 
Review who have letters from the late Professor Taussig to send them to him 
for use in preparing a biography. All letters received will be returned to their 
owners. 


A. A. Rogers of the University of Virginia is engaged in compiling a volume 
on the family and family life in Virginia during the colonial period, and would 
be glad to receive additional data or suggestions from interested persons. 


Roland P. Falkner of the research staff of the National Industrial Conference 
Board died November 27, 1940. 


Chester Lloyd Jones, professor of economics at the University of Wisconsin 
died January 13, 1941. 


Appointments and Resignations 


Stephen Cornelius Andrews of Virginia Polytechnic Institute has been 4p 
pointed to the faculty of Northwestern University School of Commerce as assist: 
ant professor of industrial management. 


Robert D. W. Bartels has temporarily left his position of instructor of market 
ing at the University of Washington to accept for the second semester a lecture 
ship in economics at the University of California at Berkeley. 


of economics at the University of Texas. 


Howard Berolzheimer of Northwestern University School of Commerce has 
been advanced to the rank of assistant professor of finance and insurance. 


Abram Bergson of Harvard University has been appointed assistant protessor 
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s. For Oscar D. Beverly of the University of Kansas is instructor in business law at 


orm she School of Commerce, University of North Dakota. 


bert P. Brecht of the University of Pennsylvania is serving as impartial 

a of the Adjustment Board established by the agreement between the 

ted by New York Shipbuilding Corporation and the International Union of Marine 
mnville iad Shipbuilding Workers of America, Local No. 1. 

mem- 

te Allen Buchanan, who has been assisting the Tolan Committee of the House 

. ¢ Representatives in its investigation of interstate migration of destitute citizens, 

turned to the Economics Division of the United States Tariff Commission. 

started 
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Henry Bund of the University of Economics, Vienna, is instructor in economics 
it Brooklyn College. 


Norman Burns of the Economics Division of the United States Tariff Com- 
iccion has been loaned to the Bureau of Research and Statistics of the De- 


m Charles Chamberlin of Columbia University has been appointed 
tor in business statistics at Northwestern University School of Commerce. 


Robert Willis Chambers of the Harvard Graduate School of Business Admin- 
tr s instructor in advertising at Northwestern University School of Com- 


B. §. Chlepner, formerly of the University of Brussels, and one of the leading 
pean authorities on banking and finance, is temporarily located at the 
igs Institution as a “visiting scholar.” 


(rthur G. Coons, professor of economics in the Graduate School, Claremont 
es, is part-time consultant with the National Resources Planning Board 
t to an economic and industrial study of Southern California. 


| C. Daly, formerly of Dalhousie University, has been appointed to 
f the Bureau of Industrial Research, University of Virginia. 


e M. Darlington has been promoted to the rank of associate professor 
ng in the College of Business Administration, University of Nebraska. 


| B. Dirlam, on leave of absence from the Securities and Exchange Com- 
S serving as part-time instructor in the department of economics, Yale 
ersity, for the second half of the present academic year. 


Donham of Harvard University has been appointed professor of 
ness administration at Northwestern University School of Commerce. 


Drury is on leave from the Brookings Institution to do special work 
the Defense Commission. 


yd Faust has resigned as instructor in economics at the University of Kan- 
t to become assistant econo:ist with the National Resources Planning 


Fichtner has been granted a leave of absence from the University of 


‘kansas until July, 1942, to serve as chief of the Division of Regional Economy 
the United States Department of Commerce. 
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Eugene A. Gilmore, Jr., has been promoted to the rank of associate professo; 
of economics in the College of Business Administration, University of Nebraska 


R. A. Gordon has returned to the University of California after an eiph; 
months’ study of business organization at the Brookings Institution. ; 


Wendell C. Gordon is instructor in economics at the University of Texas, 


John T. Griffin is instructor in economics at Long Island University, Brooklyn, 
New York, lecturer in social science at Hunter College and lecturer in busines 
organization at the School of Education, Fordham University. 


William Haber, professor of economics at the University of Michigan, has te. 
turned to his teaching after acting as executive director of the National Refugee 
Service in New York. Professor Haber is also chairman of the National Re. 
sources Planning Board Committee on Long Range Work and Relief Policies 
and is directing the Board’s studies in this field. 


L. Hamburger, formerly professor of labor legislation at the University of 
Geneva, is spending the current year at the Brookings Institution as a “visiting 
scholar” under arrangements with the Rockefeller Foundation and the Emer 
gency Committee in Aid of Displaced Foreign Scholars. 


Michael A. Heilperin has completed a year’s lecture tour under the auspices of 
the Institute of International Education in New York and is visiting lecturer in 
economics at Bryn Mawr College. 


William G. Herzel has resigned from his position with the University 
Kentucky Bureau of Business Research to become director of the Research 
Division of the Kentucky Department of Revenue. 


Alvin H. Jones of Xavier University has completed two studies sponsored by 
the.Carnegie Corporation of New York on “Labor on the New Orleans Water 
front’’ and “Gambling Rackets in New Orleans.” 


Ralph R. Kaul of the Economics Division of the United States Tariff Com- 
mission has been loaned to the Labor Division of the Advisory Commission 
to the Council of National Defense. 


Arthur Kemp, assistant in economics at New York University, has been ap 
pointed assistant professor of economics at Earlham College, Indiana, for the 
spring semester. 


Norris G. Kenny has been granted leave of absence from the Economics 
Division of the United States Tariff Commission after being called to actwe 
service as a major in the Ordnance Reserve with the Army and Navy Munitions 
Board in the War Department at Washington, D.C. 


Harry D. Kerrigan has been advanced to the rank of assistant professor of 
accounting at Northwestern University School of Commerce. 


Noel P. Laird, associate professor of economics and business administration at 
Franklin and Marshall College, has been elected director of the Eastern Com 
mercial Teachers Association. 


Daniel R. Lang of the University of Illinois has been 1 erm assistant pro- 
fessor of business writing at Northwestern University School of Commerce. 
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amuel J. Lukens, assistant professor of economics at the School of Business 
\dministration, University of Pittsburgh, has been appointed director of the 
hool of Business and Secretarial Studies at Simmons College. 


rewart Yarwood McMullen has been advanced to the rank of assistant pro- 
\. of accounting at the Northwestern University School of Commerce. 


lean Morrow has accepted a position with the University of Kentucky Bureau 
siness Research. 


E. Morton has been promoted to the rank of associate professor of eco- 
s and statistics at Knox College. 


Nathan, associate professor of economics at New York University, 
¢ part-time work as a consultant for the Advisory Commission of the 
ncil on National Defense. 


rthur Nilsson, professor of economics at Oberlin College, served during the 
r as an economic adviser with the National Defense Commission. 


L. A. Oosterhous is on a leave of absence from Teachers College, Oshkosh, 
Wisconsin, and is working on the Industrial Plant Location Study which the 
National Resources Planning Board is making for the President. 


Rex Osteen has accepted a position with the University of Kentucky Bureau 
f Business Research. 
vrence Lippincott Parrish of the University of Pennsylvania is instructor 


] 


trial management at the Northwestern University School of Commerce. 


rd S. Piquet, chief of the Economics Division of the United States 


Jerome Raver, for the past two years director of the government's Bonne- 
project, has resigned as professor of public utilities at the Northwest- 
ersity School of Commerce. 


A. Roberts is absent from the department of economics, University of 
iia at Berkeley, on war duty in Washington. 


Erich Roll, professor of economics and commerce at the University College of 
ngland, has been visiting professor of economics at the University of Texas 
first semester of this year. 


id B. Rowe, on leave of absence from the Brookings Institution, is act- 
as adviser on agricultural questions to the Consumer Division of the Na- 
mal Defense Commission. 


t Sawyer has resigned from his position with the University of Kentucky 
of Business Research to accept a position with the Wages and Hours 
on of the United States Department of Labor. 


el Waldo Specthrie has been advanced to the rank of assistant pro- 
ounting at the Northwestern University School of Commerce. 


tancis A. Spencer has been appointed a temporary member of the staff of 
« Prookings Institution to complete a study of Air Mail Compensation. 


h 1941 

: | 

| 

. Tariff Commission, is serving as liaison officer between that organization and the 

1 Bureau of Research of the Defense Commission. | 
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George W. Stocking, on leave from the University of Texas, has resigned his 
position as assistant director of the Bureau of Research and Statistics of the 
National Defense Commission to accept a position as economic expert in the 
Anti-trust Division of the Department of Justice. 


Maurice A. Strickland, formerly of North Carolina State College of the Uni. 
versity of North Carolina, is associate professor in economics at Georgia School 
of Technology. He is also engaged in economic research with the United States 
Department of Labor, Bureau of Labor Statistics, on a state, county and munid- 
pality employment survey. 

George W. Taylor of the University of Pennsylvania has been appointed tp 
succeed Professor Millis as arbitrator between the General Motors Corporation 
and United Automobile Workers—C.I.O. 


Harold W. Torgerson has been advanced to the rank of assistant professor 
of finance at the Northwestern University School of Commerce. 


Frank T. deVyver, associate professor of economics at Duke University, has 
been appointed special industrial consultant in the Bureau of Labor Statistics, 

Fred W. Wagner has been appointed an instructor at the University of 
Hawail. 

M. T. Wermel has resigned as assistant professor of economics at Brooklyn 


College and is technical aclviser to the Economic Analysis Section, Analysis Divi- 
sion, Bureau of Old-Age and Survivors Insurance, Social Security Board. 


Robert R. West, formerly president of the Riverside and Dan River Cotton 


Mills, has been appointed director of the newly established Bureau of Industrial 
Research at the University of Virginia. 

Kurt Woerner of the University of Pennsylvania has been appointed research 
associate of the Philadelphia Housing Association in connection with a study of 
defense housing for the Philadelphia area. 
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